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LETTER  OF  TRANSMITTAL 


Department  of  Agriculture, 

Washington,  D.C.,  March  27,  1933. 
The  Speaker  of  the  House  of  Representatives, 

Washington,  D.C. 

Sir:  Pursuant  to  the  request  made  under  House  Resolution  No.  69, 
Seventy-third  Congress,  I am  transmitting  herewith  report  based  on 
the  study  made  by  the  Bureau  of  Agricultural  Economics  pertaining 
to  farm  mortgage  debts  and  the  refinancing  thereof. 

Sincerely  yours, 

H.  A.  Wallace. 
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Department  of  Agriculture, 

Bureau  of  Agricultural  Economics, 

Washington y I).  (7.,  March  27,  1938. 
The  Secretary  of  Agriculture. 

Dear  Mr.  Secretary;  The  House  of  Representatives  of  the 
United  States  under  date  of  March  22,  1933,  adopted  the  following 
resolution : 

Resolved,  That  the  Secretary  of  Agriculture  is  hereby  requested  to  compile 
through  the  agency  of  the  Bureau  of  Agricultural  Economics  information  regard- 
ing farm-mortgage  debts  and  the  refinancing  thereof  and  to  report  such  informa- 
tion to  the  House  of  Representatives  as  soon  as  practicable  with  suggestions  as  to 
possible  means  of  adjusting  and  refinancing  farm  mortgages  and  other  liens 
connected  therewith. 

A report  complying  with  this  resolution  is  herewith  submitted. 
It  is  based  upon  studies  which  this  Bureau  has  been  making  in  the 
field  of  farm  credit  and  taxes.  The  data  in  this  report  and  the  sug- 
gested method  of  adjusting  and  refinancing  farm  mortgages  have 
been  especially  compiled  in  response  to  requests  received  from  Mem- 
bers of  Congress  in  December  1932.  The  suggestions  as  to  possible 
means  of  adjusting  and  refinancing  farm  mortgages  and  other  liens 
connected  therewith  are  believed  to  be  equitable  to  debtors  and 
creditors  and,  at  the  same  time,  would  not  impose  an  undue  burden 
on  the  credit  of  the  Government. 

Sincerely  yours. 

Nils  A.  Olsen, 

OhieJ,  Bureau  of  Agricultural  Economics. 
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THE  FARM  DEBT  PROBLEM 

SUMMARY 

The  farm-mortgage  debt  in  the  United  States  increased  from  about 
$3,320,000,000  in  1910  to  $9,468,000,000  in  1928.  Since  1928  this 
debt  has  shown  a marked  decrease.  The  amount  outstanding  in 
1933  may  be  estimated  at  about  $8,500,000,000.  Much  of  the  recent 
decrease  has  been  brought  about  by  foreclosures  and  other  forced 
sales.  In  addition  to  the  mortgage  debt,  American  farmers  have 
outstanding  personal  or  short-term  debt  of  various  kinds  amounting 
perhaps  to  more  than  $3,500,000,000.  The  total  farm  indebtedness 
of  all  kinds  probably  amounts  to  over  $12,000,000,000. 

^ The  farm-mortgage  debt  rests  upon  somewhat  more  than  40  percent 
of  the  farms  in  the  country.  With  the  decrease  in  land  values  that 
has  taken  place,  this  debt  now  represents  on  the  average  not  far  from 
half  the  value  of  all  the  mortgaged  farms.  Such  debt  is,  however, 
very  unevenly  distributed  over  the  group  of  farms  that  are  encum- 
bered, varying  from  very  moderate  amounts  to  amounts  that  exceed 
the  present  value  of  the  farms. 

About  30  percent  of  the  volume  of  outstanding  farm  mortgages  is 
held  by  individuals,  23  percent  by  insurance  companies,  19  percent 
by  the  Federal  and  joint-stock  land  banks,  11  percent  by  commercial 
hanks,  10  percent  by  mortgage  companies,  and  7 percent  by  other 
firms  or  agencies. 

With  1912-14  land  values  used  as  a base  and  represented  by  100 
farm  values  increased  to  a high  point  of  170  in  1920.  These  values 
have  since  shown  a continuous  and  more  recently  an  almost  precipi- 
tous decrease.  In  March  1930  farm  values  stood  at  115  percent  of 
1912-14  values;  in  March  1931  at  106  percent;  and  in  March  1932 
at  89  percent.  No  later  estimate  is  yet  available. 

The  annual  interest  charges  on  outstanding  farm  mortgages  rose 
from  a pre-war  figure  of  about  $250,000,000  to  $568,000,000  in  1925, 
and  has  since  decreased  somewhat.  The  estimate  for  1931  was 
$520,000,000  and  the  amount  for  1932  probably  fell  somewhat  below 
$500,000,000.  The  recent  drop  in  the  volume  of  interest  charges  has 
not  kept  pace  with  the  drop  in  the  volume  of  debt  since  mortgages 
placed  or  renewed  in  the  past  three  years  have  quite  generally  carried 
an  increased  rate  of  interest.  The  total  annual  interest  bill  of  farmers 
on  all  classes  of  debt,  including  interest  on  mortgages  covering  farms 
held  by  nonfarmers,  can  not  be  very  closely  estimated,  but  is  believed 
to  fall  between  $800,000,000  and  $900,000,000. 

The  annual  property  taxes  on  all  farm  property,  whether  mort- 
gaged or  unmortgaged,  reached  about  $777,000,000  in  1929.  Of  this 
amount,  about  $265,000,000  was  estimated  to  fall  on  those  whose 
farms  are  mortgaged.  Since  1929,  farm  property  taxes  have  been 
reduced  by  an  amount  approximating  20  percent. 

Gross  farm  income  from  crops  and  livestock,  which  rose  to  nearly 
17  billion  dollars  in  1919,  showed  a pronounced  drop  for  1920  and 
1921.  It  then  rose  again  somewhat  and  for  the  years  1923  to^l929 
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remained  at  between  11  and  12  billions  per  year.  Since  the  latter 
year,  it  has  shown  a precipitous  decline,  falling  to  $9,347,000,000  in 
1930,  to  $6,920,000,000  in  1931,  and  to  about  $5,000,000,000  in  1932. 

The  farmer’s  ability  to  pay  interest  and  taxes  has  naturally  been 
reduced  even  more  than  his  gross  income,  since  a substantial  part  of 
such  income  must  be  used  for  direct  operating  costs  and  necessary 
living  expenses.  Many  farmers,  even  among  those  who  have  no 
mortgage  obligations,  have  found  it  difficult,  or  impossible,  to  meet 
their  property  taxes  from  their  1932  income.  The  fact  that  prices 
of  what  the  farmer  must  buy  have  not  come  down  proportionately  to 
the  drop  in  prices  of  farm  products,  has  been  a further  factor  in  the 
farmer’s  distress.  In  January  1933  the  ratio  of  prices  received  by 
farmers  to  prices  paid  by  farmers  was  49  percent  of  the  corresponding 
ratio  for  the  5-year  period,  1909-14. 

During  the  12-month  periods  ended  March  1 of  the  years  1926  to 
1932,  inclusive,  forced  sales  by  reasons  of  delinquent  debt  payments 
and  taxes  fell  below  20  per  1,000  farms  only  once,  namely,  for  the 
year  ended  March  1,  1929,  when  the  figure  was  19.5.  For  the 
12  months  ended  March  1,  1931,  forced  sales  were  26.1,  and  for  the 
12  months  ended  March  1,  1932,  such  sales  were  41.7  per  1,000  farms. 
Forced  sales  by  reason  of  debt  obligations  were  a little  more  than 
twice  as  numerous  as  such  sales  by  reason  of  delinquent  taxes.  No 
comprehensive  figures  are  at  hand  to  show  the  additional  number  of 
farmers  that  could  have  been  dispossessed  if  all  creditors  had  chosen 
to  exercise  their  legal  rights.  Since  March  1,  1932,  the  situation  has 
grown  very  much  worse  by  reason  of  the  further  pronounced  decline 
of  prices  for  agricultural  commodities. 

Most  of  the  various  groups  of  credit  agencies  in  the  field  of  farm 
credit,  have  been  severely  crippled  along  with  their  farmer  borrowers. 
Commercial  banks,  and  particularly  those  serving  agricultural  com- 
muniti  es,  have  failed  in  startling  numbers,  and  country  bank  deposits 
have  been  greatly  reduced.  The  total  number  of  bank  failures  since 
1920  has  reached  about  11,000.  Insurance  companies  have  recently 
been  pressed  by  heavy  demands  for  policy  loans  and  diminishing 
premium  incomes,  and  many  have  become  unable  or  disinclined  to 
make  new  farm  loans.  The  banks  of  the  Federal  Farm  Loan  System 
have  been  hard  pressed,  and  the  resources  of  many  joint-stock  land 
banks  have  been  seriously  impaired.  The  Federal  land  banks  have 
been  given  Federal  assistance  to  strengthen  their  financial  position 
and  grant  needed  extensions  to  borrowers.  Other  mortgage  agencies, 
as  well  as  individual  lenders,  have  in  most  cases  suffered  heavy  losses, 
and  a discouragingly  large  percentage  of  the  outstanding  farm  mort- 
gage loans  of  all  groups  of  lenders  are  in  arrears  on  interest  and  prin- 
cipal payments. 

Remedial  measures,  and  such  measures  are  urgently  needed,  should 
be  directed  not  only  to  temporary  relief,  but  also  to  more  permanent 
adjustment  in  debt  burdens.  Suggestions  for  such  measures  are  pre- 
sented in  the  concluding  pages  of  this  report.  The  bases  of  the 
suggested  program  are:  (1)  Voluntary  debt  adjustment  through  the 
aid  of  an  impartial  third  party  and  with  recognition  of  the  rights  of 
both  borrower  and  lender;  (2)  refinancing  of  farm  mortgages  at  low 
rate  of  interest  on  terms  consistent  with  the  debt-carrying  capacity 
of  mortgaged  farms;  and  (3)  use  of  Government  instrumentalities 
principally  through  the  Federal  land  banks  and  the  Reconstruction 
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i^inance  Corporation  as  a basis  for  refinancing  on  favorable  terms, 
with  a minimum  burden  on  the  Federal  Treasury. 

The  Secretary  of  Agriculture  is  to  set  up  facilities  for  bringing 
about  direct  agreements  between  debtors  and  creditors  which  will 
make  the  debt  burden  bearable  and  at  the  same  time  recognize  the 
interests  of  the  creditors.  Voluntary  debt  adjustment  committees 
would  bring  debtors  and  creditors  together  in  negotiating  debt  adjust- 
ments. Full-time  debt  adjustment  counselors  would  be  appointed 
by  the  Secretary  of  Agriculture  to  coordinate  and  aid  the  voluntary 
committees.  Such  counselors  could  bring  to  bear  the  results  of 
experience  over  a wide  area  and  could  simplify  the  task  of  local 
committees,  by  developing,  insofar  as  possible,  uniform  policies  of  ex- 
tensions and  adjustments. 

This  plan  contemplates  five  alternative  methods  of  refinancing 
the  mortgage  debt  of  the  individual  farmer. 

(1)  Advances  would  be  made  for  paying  not  more  than  2 years^ 
interest  and  taxes  when  the  mortgage  holder  is  unable  or  unwilling  to 
assist  the  mortgagor  and  the  latter  has  a reasonable  chance  of  working 
out  of  his  difficulties,  if  given  additional  time  in  meeting  his  obligations. 

(2)  Long-term  loans  for  refinancing  mortgages  which  are  not  in 
excess  of,  or  are  scaled  down  to,  75  percent  of  the  fair  value  of  the 
security,  would  be  available  where  existing  mortgage  indebtedness, 
including  delinquent  interest  and  taxes,  cannot  be  extended  or 
adjusted. 

(3)  Second-mortgage  loans  would  be  made  as  an  inducement  to 
the  holder  of  a ‘‘distressed”  first  mortgage  to  scale  down  hiS  claim 
to  an  amount  not  exceeding  75  percent  of  the  fair  value  of  the  farm. 
The  proceeds  of  such  second  mortgage  would  be  applied  to  reduce 
further  the  principal  of  the  first-mortgage  loan. 

(4)  Provision  is  made  for  exchanging  Reconstruction  Finance 
Corporation  bonds  for  outstanding  farm  mortgages.  This  would 
apply  to  mortgage  holders  who  prefer  to  exchange  their  mortgages 
for  low  interest  rate  bonds  of  the  same  principal  amount. 

(5)  Provision  is  made  for  the  purchase  of  mortgages.  In  numerous 
cases  it  may  be  possible  to  purchase  mortgages  at  a substantial  dis- 
count and  rewrite  them  on  the  basis  of  the  reduced  principal. 

In  none  of  the  five  loan  plans  is  it  contemplated  that  the  farmer 
would  increase  his  total  indebtedness.  These  plans  represent  an 
outright  reduction  in  indebtedness  through  providing  credit  facilities 
which  will  induce  existing  holders  to  scale  down  the  principal  of  their 
mortgages  and  a shifting  of  loan  obligations  from  existing  mortgage 
holders  to  the  Federal  agencies  which  will  defer  foreclosure. 
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The  farm  mortgage  indebtedness  together  with  the  personal  and 
collateral  debt  of  farmers  in  the  United  States  probably  exceeds 
$12,000,000,000.  Of  this  amount  roughly  $8,500,000,000  is  repre- 
sented by  farm  mortgages.  Short-term  commercial  bank  loans  aggre- 
gate about  $2,000,000,000.  Credit  from  merchants  and  dealers,  and 
other  interest-bearing  debt  accounts  for  the  remainder.  No  basis  is 
available  for  estimating  unpaid  cash  rentals,  taxes  due  or  delinquent, 
and  recent  book-account  obligations  of  farmers  not  here  classed  as 
interest-bearing  debt. 

FAEM-MORTGAGE  DEBT 

The  outstanding  farm-mortgage  debt  in  the  United  States  has  been 
estimated  on  the  basis  of  special  studies  at  various  earlier  dates  as 
follows : 


1910 $3,  320,  470,  000 

1920 7,  857,  700,  000 

1925 9,  360,  620,  000 

1928 9,468,526,000 

1930 9,  241,  390,  000 


This  mortgage  debt  is  shown  by  States  and  by  geographic  divisions 
in  tables  1 and  2,  the  former  giving  actual  amounts  and  the  latter  a 
percentage  distribution.  From  table  2 it  may  be  noted  that  about 
60  percent  of  the  farm-mortgage  debt  is  in  the  12  North  Central  States 
and  about  20  percent  is  in  the  South. 


Table  I. — Total  farm-mortgage  debt  in  the  United  States  January  1,  1910,  1920, 

1925,  1928,  and  1930  i 


Geographic  division 
and  State 

2 1910 

1920 

1925 

1928 

3 1930 

Maine 

$13, 210, 000 

$20,  890, 000 

$26, 097, 000 

$25, 252, 000 

$24, 823, 000 

New  Hampshire 

5, 870, 000 

8, 600, 000 

7, 732, 000 

7,780,000 

9,901,000 

Vermont 

15, 850, 000 

29,  040, 000 

28, 001, 000 

28, 322, 000 

33, 102, 000 

Massachusetts 

22,  890,  000 

34, 180, 000 

32, 207, 000 

31, 262, 000 

42,  650, 000 

Rhode  Island 

2,  210, 000 

2,  350,000 

2,  435, 000 

2, 465, 000 

3, 854, 000 

Connecticut 

16, 080, 000 

25,  800,  000 

27, 276, 000 

27, 423, 000 

30,  514, 000 

New  England 

76, 110,  000 

120,860,  000 

123,  748, 000 

122,494, 000 

144,  744,  000 

New  York 

164, 190,  000 

224,  060, 000 

226,  776, 000 

219,812,  000 

247,  633,  000 

New  Jersey 

31,  720,  000 

39,  500.  000 

41,  741,  000 

40, 370, 000 

56, 884,  000 

Pennsylvania 

95,  620,  000 

133,  080,  000 

120,  281,  000 

116, 432,  000 

174,  037,  000 

Middle  Atlantic 

281,  530, 000 

396, 640, 000 

388, 798, 000 

376,  614, 000 

478,  554,000 

Ohio 

113,  320, 000 

210,  760, 000 

214, 409, 000 

222, 101,  000 

259.  630, 000 

Indiana 

111,  280, 000 

206,  600, 000 

264,  483,  000 

277,  269, 000 

266, 989, 000 

Illinois 

266,  780, 000 

.502, 860,  000 

650,  353. 000 

685, 365, 000 

631,  266,000 

Michigan—. 

109, 970, 000 

215,  740, 000 

228, 089, 000 

235,  399, 000 

230,  377, 000 

Wisconsin 

193,  600, 000 

455,  470, 000 

504.  553, 000 

529, 992, 000 

502,  549, 000 

1 Estimated  by  Division  of  Agricultural  Finance. 

2 Revised. 

•5  Preliminary. 
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Table  I. — Total  farm-mortgage  debt  in  the  United  States  January  1,  1910,  1920, 
1925,  1928,  and  1920 — Continued 


Geographic  division 
and  State 

1910 

1920 

i925 

1928 

1930 

East  North  Central — 

$794,950,000 

$1,591, 420,000 

$1,861,887,000 

$1,960,126. 000 

$1,890,811,000 

Minnesota 

146, 160,000 

455,  640, 000 

553,  784, 000 

558,  458, 000 

530,  025, 000 

Iowa 

431,  500,000 

1,098, 970, 000 

1, 424, 352, 000 

1, 402, 178,  000 

1,  098,  610, 000 

Missouri 

202,  650, 000 

385,  790,  000 

449, 022, 000 

447, 351,  000 

428,  227, 000 

North  Dakota 

101, 450, 000 

267, 780, 000 

226,  714,  000 

230,  250,  000 

204,  598, 000 

South  Dakota 

88,  700, 000 

278, 880, 000 

372, 004, 000 

370, 946,  000 

295,  725, 000 

Nebraska 

161, 850, 000 

416,  860, 000 

617, 930,  000 

599, 418, 000 

660, 973,  000 

Kansas.-, 

163,  770, 000 

295, 870, 000 

482,  596, 000 

447,  686,  000 

487, 122,  000 

West  North  Central— 

1,  296,  080. 000 

3, 199, 690, 000 

4, 126,  402, 000 

4, 066, 187, 000 

3, 605, 280, 000 

Delaware.. 

6, 500, 000 

8, 990, 000 

8, 695, 000 

9, 469,  000 

11, 841, 000 

. Maryland. 

District  of  Colum- 

29,680,000 

49, 230, 000 

60, 422, 000 

64, 980, 000 

64,825,000 

bia 

290,000 

340, 000 

304, 000 

354,  000 

642,000 

Virginia 

24, 000,000 

61, 600, 000 

79,  709, 000 

87, 117, 000 

88,  865.  000 

West  Virginia 

8,  210, 000 

15, 960, 000 

18,570,000 

20, 155,  000 

24,  283, 000 

North  Carolina 

18, 960, 000 

66,  580, 000 

78,606,000 

90, 866,  000 

104, 979, 000 

South  Carolina 

20, 630,  000 

61, 220, 000 

68,  735, 000 

77, 214,  000 

67,  507, 000 

Georgia 

28, 800, 000 

83,840,000 

109,060,000 

123,  305,  000 

100, 845, 000 

Florida 

4,  380, 000 

19. 710,000 

25, 508, 000 

28, 436,  000 

45, 140,000 

South  Atlantic 

141,  250, 000 

347, 470,000 

439, 609, 000 

491, 896,  000 

608,927,000 

Kentucky 

40,510,000 

104, 100, 000 

94,  549, 000 

103,  798, 000 

97, 668, 000 

Tennessee 

26,  850, 000 

83, 130, 000 

85, 857, 000 

96,  711,000 

87,313,000 

Alabama 

24,  880,000 

65, 450, 000 

66, 410, 000 

69,488, 000 

83, 764,000 

Mississippi-- 

31, 320, 000 

77, 420,000 

109, 562, 000 

111,  500, 000 

96,864,000 

East  South  Central 

123, 560,000 

320, 100, 000 

356,  378,000 

381,  497, 000 

365, 609,  000 

Arkansas 

22, 200, 000 

76, 870, 000 

97,809, 000 

103, 464, 000 

85, 577,000 

Louisiana 

19, 090, 000 

41, 250, 000 

57,910,000 

61, 760, 000 

61, 379, 000 

Oklahoma 

77,680,000 

188,890,000 

218, 963,000 

228, 513, 000 

214, 033, 000 

Texas 

172, 240, 000 

396,670,000 

485,587,000 

507,  515, 000 

543,951,000 

West  South  Central... 

291, 210,000 

703,680,000 

860, 269,000 

901,252,000 

904,940,000 

Montana.... 

19,620,000 

154,940,000 

116, 616, 000 

104,862,000 

129, 200,000 

Idaho. 

24,  270, 000 

115, 360,000 

107, 355, 000 

100,033,000 

106,908,000 

Wyoming.. 

1 -7,820,000 

32,970,000 

43, 364,000 

40,922,000 

42,948,000 

Colorado 

„ 41, 800, 000 

138, 400,000 

153, 727, 000 

144, 464,000 

146, 462,000 

New  Mexico 

4, 810, 000 

23, 670,000 

28,784,000 

26,900, 000 

30, 729,000 

Arizona 

4,880,000 

31,790,000 

29,  545, 000 

29,006,000 

28, 743, 000 

Utah 

7, 170,000 

35, 660,000 

39, 152, 000 

36, 367,000 

46, 273,000 

Nevada 

3, 340, 000 

11,880,000 

16,244,000 

13,997,000 

14, 737,000 

Mountain 

113, 710,000 

544, 660,000 

633,787,000 

496, 651,000 

546,000.000 

Washington 

45,040,000 

116, 740,000 

121,371,000 

120, 623, 000 

131,299, 000 

Oregon 

34, 950, 000 

91,090,000 

105, 603,000 

110, 875,000 

116,805,000 

California 

122,080,000 

425, 460, 000 

442, 868, 000 

460,511,000 

648,421,000 

Pacific 

202,070,000 

633,  290, 000 

669,742,000 

691,909,000 

796, 525, 000 

United  States 

3, 320,470,000 

7,857, 700,000 

9,360, 620,000 

9,468, 626,000 

9, 241, 390, 000 
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Table  2. — Percentage  distribution  of  total  farm-mortgage  debt  in  the  United  States, 
by  States  and  geographic  division,  1910-30 


state  and  geographic  division 

Percentage  of  total  debt  in  each  State  and  geographic  division 

1910 

1920 

1925 

1928 

1930 

Percent 

Percent 

Percent 

Percent 

Percent 

Maine 

0.40 

0.  27 

0.28 

0.27 

0. 27 

New  Hampshire 

.18 

.11 

.08 

.08 

.11 

Vermont - — - 

.48 

.37 

.30 

.30 

.36 

Massachusetts 

.69 

.43 

.34 

.33 

.46 

Rhode  Island 

.06 

.03 

.03 

.02 

.04 

Connecticut 

.48 

.33 

.29 

.29 

.33 

New  England 

2.  29 

1.54 

1. 32 

1.29 

1. 67 

New  York 

4.  64 

2. 85 

2. 42 

2.  32 

2.  68 

New  Jersey 

.96 

.50 

.45 

.43 

.62 

Pennsylvania - 

2.  88 

1.  70 

1.28 

1.23 

1.  88 

Middle  Atlantic 

8.48 

5.  05 

4. 15 

3.98 

6. 18 

Ohio - - 

3. 41 

2. 68 

2.29 

2.  34 

2. 81 

Indiana - - 

3. 35 

2.  63 

2. 82 

2.  93 

2. 89 

Illinois - 

8.04 

6.40 

6. 95 

7.24 

6.83 

Michigan - 

3. 31 

2.74 

2. 44 

2.  49 

2.49 

Wisconsin 

6. 83 

5. 80 

5.  39 

5.  60 

5.44 

East  North  Central 

23.  94 

20.  25 

19.89 

20.  60 

20.  46 

Minnesota 

4.40 

5.  80 

5.  92 

5.  90 

5.74 

Iowa... 

13. 00 

13. 99 

15.  22 

14.81 

11.89 

Missouri 

6. 10 

4. 91 

4. 80 

4.  72 

4.  63 

North  Dakota... 

3.  06 

3. 41 

2. 42 

2.  43 

2.  21 

South  Dakota... 

2.  67 

3.  55 

3.97 

3. 92 

3.  20 

Nebraska... 

4. 87 

5.  30 

6.60 

6. 33 

6. 07 

Kansas 

4.  93 

3.  76 

5. 15 

4.  73 

6.27 

West  North  Central. 

39.03 

40.72 

44.  08 

42. 84 

39. 01 

Delaware 

.20 

.12 

.09 

.10 

.13 

Maryland 

.89 

.63 

.54 

.58 

.70 

District  of  Columbia 

.008 

.004 

.003 

.003 

.01 

Virginia 

.72 

.78 

.85 

.92 

.96 

West  Virginia 

.25 

.20 

.20 

.21 

.26 

North  Carolina.. 

.57 

.72 

.84 

.96 

1. 14 

South  Carolina 

.62 

.65 

.74 

.82 

.73 

Georgia 

.87 

1.07 

1. 17 

1. 30 

1.09 

Florida 

.13 

.25 

.27 

.30 

.49 

South  Atlantic 

4.  25 

4. 42 

4.70 

5. 19 

6.  51 

Kentucky 

1. 22 

1.32 

1. 01 

1. 10 

1.  06 

Tennessee... 

.81 

1. 06 

.92 

1. 02 

.94 

Alabama 

.75 

.71 

.71 

.73 

.90 

Mississippi... 

.94 

.98 

1.17 

1. 18 

1.  05 

East  South  Central 

3.  72 

4.07 

3. 81 

4.03 

3.  95 

Arkansas 

.67 

.98 

1.04 

1.09 

.92 

Louisiana 

.57 

.53 

.62 

.65 

.66 

Oklahoma. 

2. 34 

2.40 

2.34 

2. 42 

2.32 

Texas 

5. 19 

5.  05 

5. 19 

5.  36 

5.89 

West  South  Central 

8. 77 

8.  96 

9. 19 

9.  52 

9.79 

Montana... 

.59 

1. 97 

1.25 

1.11 

1.  40 

Idaho.. 

.73 

1.  47 

1. 15 

1.  06 

1. 16 

Wyoming 

.24 

.42 

.46 

.43 

. 46 

Colorado 

1.  26 

1.76 

1.  64 

1.  52 

1.  59 

New  Mexico 

.14 

.30 

.31 

.28 

.33 

Arizona 

.15 

.41 

.31 

.31 

.31 

Utah 

.22 

.45 

.42 

.38 

.50 

Nevada 

.10 

.15 

.16 

.15 

.16 

Mountain 

3. 43 

6.  93 

5.70 

5.24 

5. 91 

Washington 

1.36 

1.49 

1.30 

1.27 

1.42 

Oregon 

1.05 

1. 16 

1. 13 

1.17 

1.  26 

California 

3.  68 

5.  41 

4.  73 

4.  87 

5.  94 

Pacific 

6.  09 

8.  06 

7. 16 

7.  31 

8.  62 

United  States 

1 100. 00 

100.  00 

100.  00 

100.  00 

100. 00 

The  volume  of  outstanding  loans  in  force  in  December  1932  prob- 
ably has  declined  about  $1,000,000,000  from  the  peak  of  1928,  making 
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the  present  debt,  as  already  indicated,  something  like  $8,500,000,000. 
Some  of  the  evidences  of  this  decline  will  be  found  on  a succeeding 
page.  No  basis  for  a very  close  estimate  of  this  decline  or  of  the  exist- 
ing debt  as  of  the  close  of  1932  is  available. 

This  mortgage  debt  rests  upon  about  40  percent  of  the  farms  of  the 
country.  The  proportion  of  owner-operated  farms  having  mortgage 
debt  rose  from  27  percent  in  1890  to  42  percent  in  1930,  the  rise  in 
this  proportion  as  indicated  by  the  census  reports  being  as  follows : 


Percent  of  owner-operated  farms  mortgaged; 

1890 

1900 

1910 

1920 

1930 


27.  8 
30.  0 
33.  2 
37.  2 
42.  0 


A somewhat  smaller  proportion  of  tenant-  and  manager-operated 
farms  are  encumbered  than  is  the  case  with  owner-operated  farms. 
The  percentage  of  farms  mortgaged  in  1925  and  in  1928  is  shown  for 
all  farms  and  by  tenure  groups,  for  each  State  and  geographic  division 
in  table  3.  Later  data  on  the  frequency  of  mortgage  debt  for  all 
farms  cannot  at  present  be  supplied.  The  census,  it  may  be  recalled, 
gives  mortgage  information  only  with  reference  to  farms  operated  by 
the  owners.  There  is  reason  to  believe,  however,  that  no  very  striking 
change  has  occurred  since  1928  in  the  percentage  of  farms  mortgaged. 
Much  of  the  increase  in  mortgage  frequency  that  took  place  in  respect 
of  owner-operated  farms  between  1920  and  1930,  as  shown  by  the 
above  census  figures,  undoubtedly  occurred  early  in  the  decade  when 
there  was  considerable  funding  of  short-term  debt  incurred  during  or 
shortly  after  the  World  War. 


Table  3. — Frequency  of  mortgage  debt  on  all  farms  in  the  United  States,  and  on 
farms  operated  by  full  owners,  part  owners,  and  tenants,  by  States  and  geographic 
divisions,  January  1,  1925  and  1928 


State  and  geographic  division 


Maine 

New  Hampshire 

Vermont 

Massachusetts — . 

Rhode  Island 

Connecticut. 

New  England. -- 

New  York 

New  Jersey. 

Pennsylvania 

Middle  Atlantic. 


Ohio 

Indiana 

Illinois 

Michigan 

Wisconsin 

East  North  Central. 

Minnesota 

Iowa 

Missouri 

North  Dakota 

South  Dakota 

Nebraska 

Kansas 


All  farms  i 

Full  owner- 
operated  farms 

Part  owner- 
operated  farms 

Tenant-oper- 
ated farms 

1925 

1928 

1925  2 

1928 

1925  2 

1928 

1925 

1928 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

24.6 

23.9 

24.6 

23.8 

39.9 

38.6 

20.2 

20.4 

23.3 

21.8 

23.5 

21.9 

33.3 

31.0 

19.3 

19.5 

42.7 

43.0 

43.4 

43.8 

49.8 

50.2 

35.7 

36.0 

38.8 

38.4 

39.4 

39.0 

46.1 

45.6 

32.4 

32,7 

27.6 

27.8 

28.7 

28.9 

33.5 

33.8 

23.6 

23. 8 

42.2 

42.6 

42.9 

43.3 

47.9 

48.3 

35.3 

35.6 

33.2 

32.8 

33.3 

33.6 

44.5 

44.3 

27.4 

27.6 

37.5 

37.2 

38.2 

37.6 

45.7 

45. 1 

30.5 

31.0 

39.8 

38.8 

41.1 

39.6 

44.5 

43.1 

32.8 

33.2 

22.8 

24.2 

23.5 

25.1 

29.3 

31.4 

18.8 

19.1 

30.7 

31.1 

31.4 

31.8 

40.3 

40.5 

25.1 

25.5 

24.8 

26.4 

25.2 

26.4 

37.3 

39.6 

19.8 

f'  22.7 

34.6 

35.4 

33.9 

34.8 

48.7 

50.6 

30.1 

30.3 

34.9 

35.3 

32.6 

36.4 

44  0 

49.7 

33.8 

M 29.1 

43.3 

43.5 

42.4 

43.0 

53.9 

55.3 

40.2 

' 37.7 

53.8 

54.3 

55.3 

54.5 

63.4 

63.1 

41.6 

’ ' 49.0 

37.5 

38.3 

38.2 

39.2 

47.8 

50.1 

31.4 

34. 0 

47.6 

48.5 

46.2 

47.4 

60.2 

61.6 

44.8 

44.6 

50.1 

50.5 

53.7 

53.1 

63.3 

62.4 

43.1 

44.7 

46.3 

48.7 

42.0 

43.8 

53.6 

55.7 

50.  6 

54.3 

57.8 

58.8 

59.2 

60.7 

69.1 

70.7 

- 46.4 

46.2 

63.1 

61.4 

54.6 

50.5 

71.5 

66.0 

63.9 

66.6 

48.1 

50.3 

52.0 

52.2 

6.5.8 

65.8 

38.3 

42.7 

39.1 

37.8 

41.0 

38.2 

56.7 

52.6 

28.8 

30.1 

1 Includes  manager-operated  farms. 

2 Derived  from  census  reports  of  1925  (20). 
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Table  3. — Frequency  of  mortgage  debt  on  all  farms  in  the  United  States,  and  on 
farms  operated  by  full  owners,  part  owners,  and  tenants,  by  States  and  geographic 
divisions,  January  1,  1925  and  1928 — Continued 


State  and  geographic  division 

All  farms 

Full  owner- 
operated  farms 

1 Part  owner- 
operated  farms 

Tenant-oper- 
ated farms 

1925 

1928 

1925 

1928 

1925 

1928 

1925 

1928 

Percent 

Percent 

Percent 

Percent 

Percent 

Pe  rcent 

Percent 

Percent 

West  North  Central 

48.4 

49.2 

47.3 

47.6 

61.9 

61.2 

43.5 

45,6 

Delaware.  

28.3 

27.6 

27.3 

24.2 

12.8 

11.8 

30.7 

34.4 

Maryland 

31.7 

32.9 

30.0 

30.5 

28.9 

29.8 

33.7 

37.8 

District  of  Columbia. 

31.7 

32.9 

21.6 

30.5 

42.9 

29.8 

24.3 

27.3 

Virginia .. 

19.6 

20.1 

18.7 

18.5 

20.8 

21.0 

21.0 

23.7 

West  Virginia r 

12.5 

15.0 

12.0 

14.7 

14.7 

18.4 

13.5 

15.4 

North  Carolina.. 

20.1 

22.5 

18.8 

20.8 

22.2 

25.1 

21.1 

23.9 

South  Carolina — 

28.2 

31.0 

26.1 

27.5 

24.5 

26.3 

29.3 

32.9 

Georgia... 

29.6 

31.5 

27.2 

26.2 

27.2 

26.7 

30.6 

34.3 

Florida 

20.4 

20.7 

19.3 

19.2 

22.7 

23.0 

21.7 

24.5 

South  Atlantic. 

23.4 

25.2 

20.6 

21.4 

22.4 

23.5 

23.2 

26.1 

Kentucky 

19.3 

20.5 

19.2 

20.3 

24.0 

25.6 

18.2 

19.6 

Tennessee 

20.0 

21.1 

20. 1 

21.0 

24.3 

25.6 

19.0 

20.5 

Alabama... 

28.9 

30.5 

29.8 

30.6 

30.2 

31.3 

28.2 

30.3 

Mississippi 

31.9 

33.7 

33.0 

33.9 

34,8 

36.0 

31.2 

33.6 

East  South  Central 

25.0 

26.4 

23.7 

24.7 

26.6 

27.7 

22.4 

24.1 

Arkansas 

33.7 

36.7 

32.5 

34.9 

35.4 

38.0 

34.3 

37.8 

Louisiana 

28.2 

30.8 

27.0 

29.3 

32.8 

35.6 

28.5 

31.4 

Oklahoma 

47.9 

50.7 

45.0 

45.3 

58.1 

58.5 

47.5 

62.2 

Texas 

34.2 

36.8 

32.5 

33.8 

42.4 

44.1 

34.3 

37.8 

West  South  Central 

36.0 

38.7 

33.9 

35.5 

45.2 

46.7 

35.8 

39.4 

Montana 

53.0 

49.0 

49.3 

44.8 

64.9 

58.9 

48.0 

46.6 

Idaho.. 

53.5 

52.2 

52.1 

50.6 

67.0 

65.0 

50.7 

49.2 

Wyoming 

47.7 

45.6 

43.8 

41.6 

57.9 

55.0 

42.6 

41.3 

Colorado.... 

51.4 

48.4 

49.3 

45.7 

64.1 

59.3 

48.0 

46.6 

New  Mexico 

25.6 

27.6 

22.5 

24.6 

45. 1 

49.3 

21.9 

21.2 

Arizona 

39.1 

36.1 

38.0 

34.2 

51.0 

45.9 

37.0 

36.8 

Utah 

43.9 

45.0 

42.6 

43.9 

51.8 

53.3 

41.5 

40.2 

Nevada 

33.6 

36.3 

32.9 

35.9 

45.3 

49.4 

32.0 

31.0 

Mountain 

46.6 

45.0 

43.4 

41.8 

60.3 

57.3 

42.2 

41.0 

Washington... 

43.3 

42.8 

43.8 

42.7 

60.3 

58.9 

32.1 

33.7 

Oregon 

43.4 

44.2 

44.1 

44.5 

56.0 

56.7 

32.3 

34.0 

California 

44.0 

46.5 

45.8 

47.8 

53.0 

55.5 

33.6 

35.3 

Pacific 

43.7 

45.0 

44.9 

45.8 

56.2 

56.8 

32.9 

34.6 

United  States 

34.8 

36.0 

34.0 

34.7 

48.1 

48.5 

32.5 

34.8 

In  1930,  56  percent  of  the  farm  mortgage  debt  of  the  country 
rested  on  farms  operated  by  their  owners,  the  remainder  was  owed  by 
individuals  who  operated  their  farms  by  tenants  or  managers.  This 
distribution  of  the  debt,  by  tenure  of  farms  is  indicated  in  the  table 
below. 

Table  4. — Estimated  farm-mortgage  debt  in  the  United  States,  by  tenure,  1920, 

1925,  1928,  and  1920 


Year 

Total  farm- 
mortgage  debt 

Owner-operated  farms 

Tenant-operated  farms 

Manager-operated 

farms 

Amount 

Percent- 
age of 
total 

Amount 

Percent- 
age of 
total 

Amount 

Percent- 
age of 
total 

1920 

$7,  857,700,000 

$5, 314, 150, 000 

67.7 

$2, 185, 480, 000 

27.8 

$350, 070, 000 

4.6 

1925 

9, 360, 620, 000 

5,  504, 437, 000 

58.8 

3, 612, 193, 000 

38.6 

243, 900, 000 

2.6 

1928 

9, 468, 626, 000 

5,  560, 017, 000 

58.7 

3, 644, 009, 000 

38.5 

264,  500,000 

2.8 

1930 

9,241,390,000 

5, 185,  399,  000 

56.1 

3,  671,677,000 

39.7 

384, 314,000 

4.2 

166628—3: 
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The  proportion  of  farm-mortgage  debt  owed  by  active  farmers  is 
estimated  to  be  approximately  75  percent  of  the  total.  This  excess 
over  56  percent,  the  proportion  of  debt  secured  by  owner-operated 
farms  (table  4),  is  due  to  the  fact  that  many  active  farmers  have  more 
than  one  farm  and  that  such  additional  farms,  operated  by  tenants  or 
managers,  are  more  frequently  encumbered  and  when  encumbered 
have  indebtedness  bearing  higher  ratios  of  debt  to  value  than  is  the 
case  for  other  tenant-  and  manager-operated  farms. 

SOURCES  OF  MORTGAGE  LOANS 

Life  insurance  companies,  considered  as  a group,  are  the  largest 
holders  of  farm  mortgages.  Their  holdings  represent  nearly  23 
percent  of  the  total.  Federal  land  banks  are  second  in  importance, 
their  loans  representing  12  percent  of  the  total.  The  volume  of  the 
farm-mortgage  loans  and  the  percentage  of  the  total  held  by  each  of 
the  groups  or  classes  of  lenders  in  1928  is  shown  in  table  5 while  table 
6 indicates  the  geographic  distribution  of  these  loans  for  each  group 
or  class. 

RECENT  TRENDS  IN  OUTSTANDING  FARM-MORTGAGE  LOANS 

About  the  year  1928  the  long,  and  for  a time  very  pronounced, 
upward  trend  in  the  volume  of  farm-mortgage  debt  was  checked,  and 
was  followed  by  a downward  trend  which  also  has  become  rather  sur- 
prisingly pronounced.  This  reversal  of  trend  is  clearly  shown  in 
figure  1,  which  indicates  for  the  years  1914-1931,  insofar  as  informa- 


TREND  OF  FARM  MORTGAGE  HOLDINGS  OF  PRINCIPAL 
LENDING  AGENCIES,  1914-1932 


tion  is  available,  the  farm-mortgage  holdings  for  each  of  several  groups 
of  lending  agencies.  The  holdings  of  commercial  banks,  it  may  be 
noted,  have  declined  markedly  since  1920.  Loans  by  life  insurance 
companies  and  joint-stock  land  banks  increased  until  1928,  but  have 
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since  been  decreasing.  Those  of  the  Federal  land  banks  continued  to 
increase  until  the  middle  of  1929,  when  they  too  began  to  evidence  a 
downward  tendency. 


Table  5. — Farm  mortgages  held  hy  'principal  classes  of  lending  agencies,  January 

1,  1928  1 


Lending  agencies 

Percentage 
held  by 
each  agency 

Amount  held 
by  each  agency 

Federal  land  banks 

Percent 

12.1 

7.0 

10.8 

10.4 
22.9 
10.6 

3.6 

16.4 
7.2 

$1, 146, 000, 000 

667.000. 000 
1, 020, 000, 000 

988. 000.  000 
2, 164,  000,000 
1, 006, 000, 000 

339. 000,  000 
1,453,  000, 000 

685. 000.  000 

Joint-stock  land  banks 

Commercial  banks 

Mortgage  companies 

Insurance  companies 

Retired  farmers ...  . 

Active  farmers 

Other  individuals 

Other  agencies 

Total - 

100.0 

9, 468,  000, 000 

1 Estimated  by  Bureau  of  Agricultural  Economics. 


Table  6. — Per centagej distribution  of  holdings  of  principal  lending  agencies  by 
geographic  divisions,  January  1,  1928 


Holdings  of  principal  lending  agencies 


Geographic  division 

Total  farm 
mortgage 
debt  1928 

Federal  land 
banks 

Joint-stock 
land  banks 

Commercial 

banks 

Mortgage 

companies 

Insurance 

companies 

Retired  farm-  j 
ers 

Active  farm- 
ers 

Other  indi- 
vidual 

Other  agen- 
cies 

Per 

Per 

Per 

Per 

Per 

Per 

Per 

Per 

Per 

cent 

'jcent 

cent 

cent 

cent 

cent 

cent 

cent 

cent 

New'England 

$122, 494, 000 

16.6 

37.7 

0) 

7.6 

4.2 

24.8 

9.1 

Middle  Atlantic...,. 

376, 614, 000 

11.7 

6.5 

10.6 

0.5 

0.1 

19.3 

9.8 

34.8 

7.3 

East  North  Central 

1, 950, 126, 000 

8.2 

7.7 

14.0 

6.8 

19.4 

14.1 

6.2 

17.2 

8.4 

West  North  Central.. 

4,056,187,000 

7.0 

5.4 

6.2 

15.1 

32.3 

11.8 

3.1 

13.3 

5.8 

South  Atlantic. 

491, 896, 000 

21.7 

16.4 

10.7 

1.5 

12.5 

4.4 

2.0 

23.8 

7.0 

East  South  Central 

381,  497, 000 

34.5 

7.3 

11.1 

2.8 

28.0 

3.9 

2.6 

7.4 

2.4 

West  South  Central 

901,  252, 000 

23.7 

11.3 

4.1 

14.9 

25.0 

4.1 

1.3 

7.6 

8.0 

Mountain 

496,  651. 000 

21.8 

4.7 

16.7 

14.9 

5.6 

7.0 

3.0 

19.3 

7.0 

Pacific 

691, 909, 000 

11.4 

6.2 

28.1 

5.3 

7.7 

9.1 

3.1 

15.2 

13.9 

United  States 

9, 468, 526, 000 

12.1 

7.0 

10.8 

10.4 

22.9 

10.6 

3.6 

15.4 

7.2 

1 Less  than  0.05  per  cent. 


Since  1928,  and  more  particularly  since  1930,  the  total  volume  of 
outstanding  farm-mortgage  debt  has  quite  certainly  declined  in  sub- 
stantial amount.  Approximately  $1,500,000,000  in  farm-mortgage 
loans  matures  each  year,  most  of  which  is  renewed.  Recent  loaning 
operations  have  reflected  the  influence  of  declining  farm  real  estate 
values.  Renewed  loans,  wherever  curtailment  of  larger  loans  was 
possible,  have  represented  smaller  amounts  than  the  original  credit 
extended.  Current  payments  on  amortization  loans  and  gradual 
reductions  provided  for  in  many  other  farm  mortgage  loan  contracts, 
have  further  reduced  the  amount  of  outstanding  principal.  The 
fact  that  about  two-fifths  of  the  farm-mortgage  debt  is  on  tenant 
and  manager-operated  farms,  many  owners  of  which  have  incomes 
other  than  from  their  farms,  may  help  to  explain  such  reductions 
in  the  outstanding  debt  as  have  taken  place. 
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Meanwhile,  the  volume  of  new  credit  extended  on  farm-land 
security  has  been  much  less  in  amount  than  in  former  years.  Through- 
out  the  years  1930  to  1932,  foreclosures  and  assignments  of  deed 
have  continued  to  extinguish  substantial  amounts  of  farm-mortgage 
obligations. 

The  tendency  toward  a reduction  in  the  volume  of  farm-mortgage 
debt  is  further  indicated  by  the  outstanding  loans  of  the  Federal  land 
banks,  the  joint-stock  land  banks,  40  life  insurance  companies,  and 
member  banks  of  the  Federal  Reserve  System,  as  shown  in  table  7. 
This  table  gives  the  actual  amounts  of  farm  mortgages  held  by  each 
of  these  groups  of  credit  agencies  for  a series  of  years.  The  down- 
ward tendency  during  recent  years  is  again  clearly  indicated.  Farm 
loans  by  individuals  are  believed  to  have  offset  to  a limited  extent  the 
declines  indicated  in  the  farm-loan  holdings  of  institutions,  but  this 
has  not  prevented  a large  net  decline. 


Table  7. — Farm-mortgage  loans  outstanding  for  If.  groups  of  agencies  ^ 


Year 

Federal  land 
banks  2 

Joint-stock 
land 
banks  2 

40  life-insurance 
companies  3 

Federal  Re- 
serve member 
banks  ^ 

1917... — 

6 $30, 000,000 

156. 000.  000 

294.000. 000 

350. 000.  000 

433.000.  000 

639.000. 000 

800.000. 000 
928,000,000 

1,006,000, 000 

1.078.000. 000 

1.156.000. 000 

1.194.000. 000 

1. 197.000. 000 

1. 188. 000.  000 
1,163,000,000 

5 1,121,000,000 

1918.. 

$8,000, 000 
60,000,000 

78. 000.  000 

85.000.  000 

219. 000.  000 

393.000. 000 

446.000. 000 

546. 000.  000 

632. 000. 000 

667.000. 000 

605. 000.  000 

585.000. 000 

553. 000.  000 

530.000. 000 
« 415, 000, 000 

1919 

1920  



1921 

1922  

1923... 

$1, 335, 000, 000 

1.452.000.  000 
1,  523, 000, 000 
1,  588,000,000 

1.618.000.  000 
1,606,000,000 

1.591.000. 000 

1. 554. 000.  000 

1.512.000. 000 
7 1,433,000,000 

1924 

1925  

1926. 

6 $489, 000, 000' 
6 478,000,000 

6 444,000,000- 

388. 000. 000' 

387. 000. 000- 

359.000. 000 

7 368,000,000- 

1927... 

1928. 

1929 

1930  

1 End  of  year  or  end  of  month. 

2 Federal  Farm  Loan  Board.  Beginning  1928  loans  from  joint-stock  land  banks  in  receivership  not  in- 
cluded. 

3 Association  of  Life  Insurance  Presidents  reports  cover  operations  of  40  companies  representing  82  per- 
cent of  the  admitted  assets  of  all  legal-reserve  life  companies  in  the  United  States. 

^ Federal  Reserve  Board.  Does  not  include  farm  mortgages  held  by  banks  in  receivership, 

3 Nov.  30.  Does  not  include  $53,000,000  owed  to  3 banks  placed  in  receivership  in  1932. 

6 June  30. 

7 Sept.  30. 


FARM  REAL-ESTATE  VALUES 

Closely  related  to  farm-mortgage  credit  is  farm  real-estate  value, 
because  the  latter  provides  the  security  for  the  former.  During  the 
past  two  decades,  the  great  increase  in  prices  incident  to  the  conduct 
of  a great  war  greatly  stimulated  an  upward  trend  in  real-estate 
values,  and  the  successive  price  declines  in  subsequent  years  have  led 
to  declining  values,  lost  equities,  and  numerous  foreclosures. 

The  trend  of  farm  real-estate  values  over  the  last  20  years  is  indi- 
cated in  figure  2 and  table  8.  In  most  sections  values  rose  rapidly 
after  1915,  and  by  1920  had  reached  a peak  far  above  any  previous 
level,  the  United  States  average  being  170  percent  of  the  average  for 
1912-14.  This  peak  level  marked  the  culmination  of  a marked 
upward  trend  which  had  existed  since  about  1900,  but  which  became 
especially  rapid  between  1915  and  1920. 
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The  circumstances  accompanying  the  marked  upward  trend  after 
1900  were  to  a large  extent  those  of  a rapidly  growing  country  with 
expanding  agriculture,  a rapidly  increasing  population,  a growing 


FARM  Real  estate:  index  numbers  of  estimated  value  per  Acre. 
AS  OF  March  i,  by  Geographic  divisions.  1912-1932 


interdependence  between  agriculture  and  industry,  a rising  trend  of 
purchasing  power  of  agricultural  products  in  terms  of  nonagricultural 
products,  together  with  a general  price  level  which  had  shown  a per- 
sistent upward  trend  beginning  with  about  1896.  The  final  rapid 
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rise  in  farm  real-estate  values  culminating  in  1920  was  primarily 
the  result  of  war  prices. 

Table  8. — Farm  real  estate:  Index  numbers  of  estimated  value  per  acre  by  geographic 
divisions,  as  of  March  1,  1912-32  ^ 


[1912-14=100  percent[ 


Year 

New 

Eng- 

land 

Middle 

Atlantic 

East 

North 

Central 

West 

North 

Central 

South 

Atlantic 

East 

South 

Central 

West 

South 

Central 

Moun- 

tain 

Pacific 

United 

States 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

1912 

99 

98 

97 

97 

98 

97 

96 

98 

94 

97 

1913 

101 

100 

100 

100 

100 

100 

100 

102 

99 

100 

1914 

100 

102 

103 

103 

103 

103 

104 

100 

106 

103 

1915 

99 

100 

104 

105 

98 

99 

100 

98 

107 

103 

1916 

102 

104 

no 

114 

108 

109 

103 

98 

111 

108 

1917 

112 

112 

116 

122 

119 

120 

116 

106 

122 

117 

1918 

117 

117 

127 

134 

135 

140 

134 

117 

129 

129 

1919.. 

123 

121 

135 

147 

161 

162 

143 

130 

134 

140 

1920 

140 

136 

161 

184 

198 

199 

177 

151 

156 

170 

1921 

135 

127 

151 

174 

174 

163 

159 

133 

155 

157 

1922 

134 

118 

132 

150 

146 

149 

136 

122 

151 

139 

1923 

130 

116 

128 

142 

152 

149 

132 

115 

148 

135 

1924 

128 

114 

121 

132 

151 

142 

136 

no 

147 

130 

1925 

127 

114 

116 

126 

148 

141 

144 

105 

146 

127 

1926. 

128 

113 

111 

121 

149 

139 

144 

103 

144 

124 

1927 

127 

111 

104 

115 

137 

133 

139 

101 

143 

no* 

1928 

127 

no 

101 

113 

134 

130 

137 

101 

142 

117 

1929 

126 

109 

100 

112 

132 

129 

136 

101 

142 

116- 

1930 

127 

106 

96 

109 

128 

128 

136 

102 

142 

115 

1931 

126 

101 

87 

97 

116 

117 

121 

100 

140 

106 

1932 

116 

96 

73 

81 

96 

97 

97 

82 

118 

8^ 

i All  farm  land  with  improvements.  Owing  to  rounding  of  figures,  1912-14  will  not  always  equal  exactly 
100  percent. 


Following  the  crash  in  prices  of  1920,  both  prices  of  farm  commodi- 
ties and  the  general  price  level  became  fairly  stable  beginning  about 
1923,  at  levels  appreciably  higher  than  the  1910-14  average.  Farm 
real-estate  values  declined  from  the  1920  peak  to  lower  levels,  although 
at  a less  rapid  rate.  The  small  declines  in  the  United  States  average 
during  1928  and  1929  lent  support  to  the  belief  that  the  readjustment 
was  nearing  completion,  although  forced  sales  were  still  high,  and 
some  States  continued  to  report  appreciable  declines  in  value.  The 
rates  of  decline  in  different  parts  of  the  country  were  not  uniform, 
and  reflected  the  course  of  prices  and  other  economic  conditions  in 
the  different  sections. 

In  the  Cotton  Belt,  for  example,  farm  real-estate  values  dropped 
sharply  after  1920,  but  recovered  somewhat  in  1924  and  1925,  fol- 
lowing improved  cotton  prices,  and  again  declined  slightly  in  1925 
and  later  years,  finding  in  1930  a level  approximately  30  percent 
above  1912-14.  Farm  real-estate  values  in  Corn  Belt  States  experi- 
enced no  such  arrested  decline,  but  continued  downward,  and  in 
1930  were  approximately  at  the  pre-war  level.  In  States  surroimding 
the  Great  Lakes  and  devoted  largely  to  dairying,  the  decline  in  farm 
real-estate  values  was  more  gradual,  but  was  fairly  persistent,  and  in 
1930  values  averaged  approximately  20  percent  above  those  of  1912-14. 

Just  at  this  time  the  renewed  decline  in  commodity  prices  occurred, 
farm  products  declining  most.  Land  values  followed  shortly,  and 
from  March  1,  1930,  to  March  1,  1931,  the  United  States  average 
declined  from  115  percent  of  pre-war  to  106,  and  from  March  1,  1931, 
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to  March  1,  1932,  it  declined  from  106  percent  to  89  percent,  or  to 
11  percent  below  the  1912-14  average.  As  indicated  in  table  8,  the 
average  value  per  acre  of  farm  real  estate  in  the  East  North  Central 
States  as  of  March  1,  1932,  was  73  percent  of  the  pre-war  1912-14 
average.  The  corresponding  figure  for  the  Pacific  States  is  118  per- 
cent. Averages  for  other  areas  lie  between  these  two  extremes. 
Considering  the  further  decline  in  incomes  during  1932,  it  would  be 
surprising  if  land  values  do  not  reflect  some  further  declines  as  of 
March  1,  1933. 

Farm  real  estate  values  have  fallen  not  only  as  a result  of  changes 
in  prices  of  farm  products;  there  has  been  in  addition  some  deprecia- 
tion of  physical  plant  as  well.  Farm  maintenance  on  an  adequate 
scale  has  been  difficult.  Buildings,  fences,  and  other  improvements 
have  not  in  all  cases  received  normal  care  or  replacement,  and  upkeep 
of  terraces,  drainage  and  irrigation  works,  the  control  of  soil  erosion, 
and  brush  and  weed  control  have  suffered  to  some  extent. 

The  recent  drop  in  farm  real  estate  values  is  in  contrast  to  the 
decline  from  1920  for  the  reason  that  the  earlier  decline  started  from 
peak  levels  which  were  reached  as  a result  of  a boom,  whereas  the 
current  decline  commenced  from  a level  reached  after  a decade  of 
deflation  in  farm  real  estate  values.  During  about  7 years  of  this 
decade  prices  of  farm  products  were  fairly  stable  even  though  the 
ratio  of  prices  received  by  farmers  to  prices  paid  by  them  remained 
less  than  in  1910-14.  Beginning  with  1930  the  downward  trend  in 
land  values  became  more  abrupt,  and  where  the  average  for  such 
values  stands  at  the  close  of  1932  cannot  as  yet  be  indicated. 

MORTAGE  DEBT  IN  RELATION  TO  FARM  REAL  ESTATE  VALUE 

In  relation  to  the  value  of  agricultural  real  estate,  including  both 
mortgaged  and  unmortgaged  farms,  mortgage-secured  credit  rose  from 
approximately  10  percent  in  1910  to  20  percent  in  1930.  Conversely, 
equity  of  farm  owners  declined  between  these  dates  from  90  percent 
to  80  percent.  These  relationships  for  the  census  years  beginning  with 
1910  and  including  the  special  agricultural  census  of  1925  have  been 
estimated  as  follows : 


1910 

1920 

1925 

1930 

Percent  which  mortgage  credit  is  of  value  of  all  farms 

9.5 

11.8 

18.9 

. 20 

Percent  of  value  of  all  farms  above  mortgage  debt 

90.5 

88.2 

1 

81.1 

1 

80 

When  only  the  mortgaged  farms  are  considered,  the  average  ratio 
of  mortgage  debt  to  the  value  of  full-owner  farms  was  approximately 
40  percent  in  1930.  These  ratios  taken  from  the  census  reports 
beginning  with  1890  are  as  follows: 


Ratio,  debt  to  value  of  mortgaged  full-owner  farms:  Percerft' 

1890 35.5 

1910 27.  3 

1920 29.  1 

1925 41.  9 

1930 39.  6 


16 


THE  FARM  DEBT  PROBLEM 


Just  where  these  ratios  of  debt  to  value  stand  at  the  close  of  1932 
is  not  at  present  known.  Although  the  total  farm  mortgage  debt 
has  shrunken  materially,  it  seems  probable  that  farm  values  have 
shrunken  even  more,  and  that  therefore  the  ratios  have  increased. 

According  to  a special  inquiry  as  of  January  1,  1932,  25  percent 
of  the  mortgaged  farms  reporting  were  indebted  for  25  percent  or 
less  of  their  value;  38  percent  were  mortgaged  for  between  25  and  50 
percent  of  their  value;  21  percent  were  mortgaged  for  between  50 
and  75  percent  of  their  value;  11  percent  were  mortgaged  between 
75  and  100  percent  of  their  value;  and  5 percent  were  mortgaged  for 
more  than  100  percent  of  their  value.  What  has  happened  in  the 
last  12  months  cannot  as  yet  be  measured. 

The  proportion  of  farms  with  high  debt  ratios  at  the  beginning  of 
1932  was  largest  in  the  West  North  Central  States  where  nearly  8 
percent  of  mortgaged  debtors  reported  debt  in  excess  of  their  farm 
values;  22  percent  reported  mortgage  debt  in  excess  of  75  percent  of 
their  farm  values;  and  46  percent  reported  mortgage  debt  equal  to 
more  than  half  their  land  values.  The  most  favorable  mortgage 
debt  situation  was  in  New  England,  where  80  percent  of  the  mort- 
gaged farms  carried  debt  equal  to  less  than  one-half  their  values. 

Farms  operated  by  their  owners  showed  a greater  proportion  of 
high  debt  ratio  throughout  the  country  than  did  farms  of  other  tenure, 
5.3  percent  of  the  mortgaged  owner-operated  farms  being  indebted 
for  more  than  their  full  values,  as  contrasted  with  4.2  percent  for 
farms  operated  by  tenants  and  managers.  Reports  from  individual 
farm  owners,  actual  farmers  as  well  as  other  owners,  indicate  that 
the  proportion  of  all  mortgaged  farms  indebted  for  more  than  their 
value  was  4.4  percent  in  January  1928;  5.2  percent  in  January  1931; 
and  5 percent  in  January  1932. 

This  distribution  of  mortgaged  farms  by  debt-to-value  ratios  is 
shown  by  geographic  divisions  in  table  9 while  table  10  gives  cumu- 
lative figures  for  percentages  of  farms  that  carry  debt  in  excess  of 
stipulated  ratios. 


Table  9. — Distribution  of  mortgaged  farms  by  ratio  of  debt  to  value,  January  1,1932  ^ 


Geographic  divisions 

0.1 
to  10 

10. 1 
to  20 

20. 1 
to  30 

30. 1 
to  40 

40. 1 
to  50 

50.1 
to  60 

60.1 
to  70 

70.1 
to  80 

80.1 
to  90 

90.1 
to  100 

Over 

100 

Per- 

Per- 

Per- 

Per- 

Per- 

Per- 

Per- 

Per- 

Per- 

Per- 

Per- 

cent 

cent 

cent 

cent 

cent 

cent 

cent 

cent 

cent 

cent 

cent 

New  England 

5.4 

15.5 

20.3 

18.9 

10.8 

13.5 

10.1 

1.4 

0.7 

2.0 

1.4 

Middle  Atlantic 

6.7 

12.0 

15.9 

17.7 

15.8 

11.0 

8.0 

5.2 

2.5 

2.7 

2.5 

East  North  Central 

3.9 

10.0 

12.6 

16.7 

16.6 

10.0 

8.7 

7.5 

4.1 

4.7 

5.2 

West  North  Central 

4.2 

9.6 

13.5 

13.1 

13.6 

9.5 

10.0 

7.2 

5.4 

6.3 

7.6 

South  Atlantic 

7.0 

14.5 

13.8 

17.5 

13.2 

9.0 

6.3 

5.7 

4.1 

5.0 

3.9 

East  South  Central 

6.9 

14.5 

15.0 

16.8 

14.0 

10.0 

5.3 

4.8 

4.8 

3.1 

4.8 

West  South  Central 

7.3 

13.1 

17.0 

16.7 

15.2 

9.5 

7.9 

4.5 

2.9 

2.8 

3.1 

Mountain..  ...  ... 

6.6 

13.4 

18.9 

16.2 

14.7 

9.0 

8.1 

5.0 

2.6 

2.2 

3.3 

Pacific 

7.6 

16-.  1 

21.2 

16.6 

14.6 

7.1 

6.5 

3.2 

1.3 

2.2 

3.6 

United  States 

5.7 

12.0 

15.3 

15.7 

14.6 

9.5 

8.3 

5.8 

3.9 

4.2 

5.  O' 

1 Based  on  16,704  farms  of  all  tenures. 
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Table  10. — Cumulative  'percentages  of  mortgaged  farms  having  mortgage  indebtedness 
above  specified  proportions  of  farm  value — January  1 , 1 932  ^ 


Geographic  divisions 

Over 

100 

Over 

90 

Over 

80 

Over 

70 

Over 

60 

Over 

50 

Over 

40 

Over 

30 

Over 

20 

Over 

10 

Over 

0.1 

Per- 

Per- 

Per- 

Per- 

Per- 

Per- 

Per- 

Per- 

Per- 

Per- 

Per- 

cent 

cent 

cent 

cent 

cent 

cent 

cent 

cent 

cent 

cent 

cent 

New  England 

1.4 

3.4 

4.1 

5.5 

15.6 

29.1 

39.9 

58.8 

79.1 

94.6 

100.0 

Middle  Atlantic 

2.5 

5.2 

7.7 

12.9 

20.9 

31.9 

47.7 

65.4 

81.3 

93.3 

100.0 

East  North  Central 

5.2 

9.9 

14.0 

21.5 

30.2 

40.2 

56.8 

73.5 

86.1 

96.1 

100.0 

West  North  Central — 

7.6 

13.9 

19.3 

26.5 

36.5 

46.0 

59.6 

72.7 

86.2 

95.8 

100.0 

South  Atlantic 

3.9 

8.9 

13.0 

18.7 

25.0 

34.0 

47.2 

64.7 

78.5 

93.0 

100.0 

East  South  Central 

4.8 

7.9 

12.7 

17.5 

22.8 

32.8 

46.8 

63.6 

78.6 

93.1 

100.0 

West  South  Central 

3.1 

5.9 

8.8 

13.3 

21.2 

30.7 

45.9 

62.6 

79.6 

92.7 

100.0 

Mountain 

3.3 

5.5 

8.1 

13.1 

21.2 

30.2 

44.9 

61.1 

80.0 

93.4 

100.0 

Pacific 

3.6 

5.8 

7.1 

10.3 

16.8 

23.9 

38.5 

55. 1 

76.3 

92.4 

100.0 

United  States 

5.0 

9.2 

13.1 

18.9 

27.2 

36.7 

51.3 

67.0 

82.3 

94.3 

1 

100.0 

J Based  on  16,704  farms. 


PROPORTION  THAT  FARMS  WITH  HEAVY  DEBT  ARE  OF  ALL  FARMS 

When  the  various  classes  of  encumbered  farms  are  combined  with 
those  free  from  mortgage,  the  results  indicate  that,  as  of  January  1, 
1932,  farms  mortgaged  for  more  than  full  value  constituted  2 per- 
cent of  all  farms,  and  those  with  debt  ranging  from  75  percent  to 
full  value  totaled  4 percent  of  all  farms.  This  proportion  that  the 
number  of  farms  mortgaged  to  varying  percentages  of  the  values 
constituted  of  all  farms  in  the  United  States,  at  the  beginning  of 
1932,  may  be  more  fully  shown  as  follows: 


Percent 


Ratio  group  percent  of  debt  to  value  of  farm 

0 60 

1-25 10 

25-50 15 

50-75 9 

75-100 4 

Over  100 2 


INTEREST  RATES  ON  FARM  MORTGAGE  LOANS 

Interest  rates  on  outstanding  farm  mortgage  loans,  according  to  the 
Census  Keports,  averaged  6.1  percent  in  1920  and  interest  and  com- 
mission charged  averaged  6.1  percent  in  1930.  Commission  charges 
average  approximately  0.2  percent  according  to  reports  from  farm- 
mortgage  brokers.  Substantial  proportions  of  the  total  farm-mort- 
gage debt  carry  rates  varying  all  the  way  from  5 percent  to  8 per- 
cent, the  higher  rates  being  relatively  more  common  in  the  Western 
and  Southern  States.  These  average  rates  are  shown,  by  States, 
in  table  11.  That  these  rates  do  not  vary  more  than  they  do  for 
different  parts  of  the  country,  may  be  ascribed  in  part  at  least  to  the 
influence  of  the  Federal  Farm  Loan  System,  with  its  relatively  uni- 
form rates  for  all  parts  of  the  country.  The  effects  of  remoteness 
from  money  centers  and  varying  degrees  of  risk  in  agriculture,  is 
still  discernible  in  the  average  rates  reported  for  the  different  States. 
Variations  in  farm  mortgage  rates  were  noticeably  more  pronounced, 
however,  before  the  F ederal  and  j oint-stock  land  banks  entered  the  field. 


• Estimates  based  on  1930  census  for  owner-operated  farms  and  on  Bureau  of  Agricultural  Economics 
studies  of  relative  mortgage  frequency  on  farms  of  other  tenure. 
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Table  11. — Charges  on  farm-mortgage  debt  by  States  and  geographic  divisions 


Geographic  division  and  State 

Average 
rate  of 
interest 
on  mort- 
gage debt, 
1920 

Charges 
on  mort- 
gage (in- 
terest, 
etc.),  1930 

Geographic  division  and  State 

Average 
rate  of 
interest 
on  mort- 
gage debt, 
1920 

Charges 
on  mort- 
gage (in- 
terest, 
etc.),  1930 

United  States 

New  England 

Maine 

Percent 

6.1 

6.7 
6.1 
5.1 
5.4 

5.7 

5.8 

5.7 

5.4 

5.4 

5.4 
5.3 

5.6 

5.9 

5.8 

5.5 
6.0 
5.3 

Percent 
6. 10 

6. 06 

6.48 
5. 55 
5.78 
6. 14 
6. 31 
5. 99 

5. 91 
5. 95 
6. 18 
6.  76 

5. 84 
6.  22 
6.11 
6.  76 
6.  30 

5.49 

South  Atlantic— Continued. 

Virginia 

West  Virginia 

Percent 

5.9 

5.9 

6.0 

7.3 

7.3 

7.3 

6.4 
6.0 
6.2 

7.5 

6.5 

7.2 

7.8 

7.2 

6.6 

7.3 

7.  3 

Percent 

6. 18 
6. 31 
6. 34 
7. 33 
7.07 
7.  57 

6.  51 
6. 12 
6.  36 
7.29 
6. 98 

6.  82 
7.48 
7. 14 
6.  38 
6.  82 

6. 93 

New  Hampshire 



Vermont-  

Massachusetts 

OU  H LUl  di  UlXlld.  

Georgia 

Rhode  Island 

Connecticut 

Middle  Atlantic 

Florida 

East  South  Central 

Kentucky 

New  York  . - _ 

Tennessee 

New  .Terse V 

Alabama 

Pennsylvania  . 

Mississippi 

East  North  Central  .. 

West  South  Central 

Ohio 

Arkansas 

Indiana 

Louisiana 

Illinois.  _ - 

Oklahoma 

Michigan 

Texas 

Wisconsin 

A/T  A n n Q 1 T4 

West  North  Central.. 

6.8 

5. 77 

J.VA  VJ  till  l/dTJJ.  

Montana 

7!  6 

Q.  76 

Minnesota 

5.8 

5.70 

Idaho 

7.3 

6.91 

Iowa 

5.5 

5,  53 

Wyoming 

7.7 

6.  75 

Missouri 

6.1 

6. 15 

Colorado 

6.8 

6. 74 

North  Dakota 

6.7 

6.40 

New  Mexico 

7.3 

7. 35 

South  Dakota 

5.9 

6. 86 

Arizona 

7.5 

7.  55 

Nebraska 

5.7 

6. 66 

Utah... 

7. 1 

7.20 

Kansas . . 

6.0 

6.00 

Nevada .. 

6.7 

6. 82 

South  Atlantic.  _ 

6.4 

6. 50 

Pacific  

6.6 

6.74 

Delaware 

5.7 

6. 06 

Washington 

6.6 

6. 65 

Maryland 

6,6 

5. 97 

Oregon 

6.5 

6.41 

District  of  Columbia 

5.8 

5.  88 

California 

6.6 

6.83 

Table  12  shows  the  average  rates,  by  principal  lending  agencies 
and  by  geographic  divisions,  for  the  year  1928.  Although  the  rates 
shown  in  this  table  are  about  4 years  old,  they  may  nevertheless  be 
found  of  interest  as  reflecting  a tendency  toward  different  rates  by 
different  groups  or  classes  of  lenders.  This  difference  has  tended  to 
persist  for  all  years  for  which  figures  are  available. 


Table  12. — Interest  charged  by  principal  lending  agencies  on  farm-mortgage  loans 
outstanding,  January  1,  1928,  by  geographic  divisions  ^ 


Geographic  divisions 

Principal  lending  agency 

All 

sources  2 

Aver- 
age 
rate  of 
all 

owner - 
oper- 
ated 
farms, 
1920  3 

Fed- 

eral 

land 

banks 

Joint- 

stock 

land 

banks 

Com- 

mer- 

cial 

banks 

Mort- 

gage 

com- 

panies 

Insur- 

ance 

com- 

panies 

Re- 

tired 

farm- 

ers 

Active 

farm- 

ers 

Other 

indi- 

vidu- 

als 

Other 

agen- 

cies 

Pet. 

Pet. 

Pet. 

Pet. 

Pet. 

Pet. 

Pet. 

Pet. 

Pet. 

Pet. 

Pet. 

New  England 

5.4 

6.0 

5.9 

6.0 

5.8 

5.7 

6.0 

5.8 

5.8 

5.7 

Middle  Atlantic 

5.5 

6.0 

6.0 

'"5.’ 2' 

6.2 

5.5 

5.5 

5.6 

5.8 

5.7 

5.4 

East  North  Central.  . 

5.5 

5.9 

6.1 

5.6 

5.3 

5.4 

5.8 

5.6 

6.2 

5.6 

5.6 

West  North  Central- 

5.4 

5.8 

6.2 

5.7 

5.3 

5.4 

5.8 

5.6 

5.7 

5.5 

5.8 

South  Atlantic 

5.6 

5.9 

7.2 

6.3 

6.7 

6.7 

7.1 

7.0 

6.8 

6.6 

6.4 

East  South  Central... 

5.6 

5.9 

6.6 

6.2 

5.7 

7.0 

5.9 

6.5 

6.2 

5.9 

6.4 

West  South  Central- 

5.4 

6.0 

7.7 

6.9 

6.7 

7.0 

7.7 

7.9 

5.7 

6.6 

7.2 

Mountain 

5.6 

6.0 

7.6 

7.3 

6.8 

6.7 

7.5 

7.4 

7.1 

6.7 

7.3 

Pacific 

5.6 

6.0 

6.9 

6.4 

6.1 

6.4 

6.4 

6.5 

6.6 

6.5 

6.6 

United  States.  . 

5.5 

5.9 

6.7 

6.1 

5.5 

5.8 

6.1 

6.2 

6.2 

5.8 

6.1 

1 Reports  from  farmers.  2 Weighted  by  geographic  divisions.  3 Census,  1920  (19). 
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TERM  OF  FARM  MORTGAGE  LOANS  AND  METHODS  OF  REPAYMENT 

The  prevailing  term  of  farm  mortgages  in  the  United  States  is 
5 years.  When  the  loans  of  the  Federal  and  joint-stock  land 
banks  are  included,  these  loans  being  mainly  for  terms  of  30  years 
or  more,  the  average  term  of  all  loans  is  approximately  8 years.  The 
percentage  distribution  of  farm-mortgage  loans,  by  length  of  term  and 
by  classes  of  lending  agencies,  is  shown  in  table  13. 

Table  13. — Length  of  term  of  farm-mortgage  loans:  Percentage  distribution  of 
holdings  of  'principal  lending  agencies  ^ 


Aver- 

Percentage of  loans  for — 

Agency 

age 

term 

1 year 

2 to  4 
years 

5 years 

10  years 

11  to  30 
years 

Over  30 
years 

Insurance  companies 

Years 

5.6 

Percent 

4.4 

Percent 

13.3 

Percent 

64.8 

Percent 

14.6 

Percent 

2.5 

Percent 

0.4 

Federal  land  banks 

33.0 

100.0 

Joint-stock  land  banks . 

33.0 

100.0 

Commercial  banks 

2.6 

.52. 1 

19.9 

26.7 

.7 

.6 

Mortgage  companies 

6.2 

.3 

2.8 

74.5 

20.6 

1.8 

other  sources  * 

4.7 

20.1 

13.5 

53.6 

11.1 

1.7 

All  agencies 

8.5 

17.5 

11.7 

46.5 

9.6 

1.5 

13.2 

J Data  as  of  Jan.  1,  1924. 

^ Computed  from  reports  of  other  than  land-bank  sources. 


The  data  shown  in  this  table,  it  will  be  noted,  are  for  the  year  1924. 
A more  recent  tabulation  of  this  nature  is  not  available,  and  in  any 
case  the  average  term  of  loans  tends  to  change  but  little  over  short 
periods  of  time. 

Most  farm  mortgages  made  in  past  years  have  been  payable  in  full 
at  the  end  of  the  term.  Probably  about  25  percent  of  all  loans, 
mainly  those  made  by  the  Federal  and  joint-stock  land  banks,  have 
been  made  on  the  amortization  plan.  In  recent  years,  however,  there 
has  been  a marked  increase  in  the  requirement  of  gradual  payments 
as  a condition  of  loans  granted  by  other  lending  agencies.  In  more 
nornial  times  such  a plan  may  be  considered  desirable,  but  under 
existing  conditions  it  tends  to  impose  added  hardships  on  borrowers. 
The  most  common  means  of  caring  for  mortgages  falling  due,  aside 
from  amortization  loans,  has  been  by  renewal  or  extension. 

TIME  REQUIRED  TO  PAY  OFF  FARM  MORTGAGES 

Farm-mortgage  indebetedness  is  paid  off  only  slowly  and  after  a 
long  period  of  years  in  most  instances.  The  rate  at  which  farms  were 
cleared  of  debt  during  the  years  1925  to  1928  indicated  that  under  the 
conditions  prevailing  at  that  time  the  average  encumbered  farm 
would  remain  mortgaged  for  a period  of  about  30  years.  Table  14 
gives  more  detailed  information  regarding  the  duration  of  farm 
mortgages. 
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Table  14. — Average  number  of  years  mortgaged  farms  remain  under  mortgagey 
computed  on  basis  of  rate  at  which  new  mortgages  were  incurred,  and  rate  at  which 
mortgaged  farms  were  cleared  of  debt,  1925-28 


Geographic  division 

On  basis  of  rate  at  which  new 
mortgages  were  made 

On  basis  of  rate 
mortgages  were 
paid  off 

Average 
term' of 
debt  ^ 

Rate  at 
which 
farms 
become 
mort- 
gaged 1 

Percent- 
age of  all 
farms 
having 
mortgage 
debt  1 

Average 
period 
farms 
remain 
mort- 
gaged 2 

Rate  at 
which 
mort- 
gaged 
farms 
were 

cleared  of 
debt  J 

Average 
period 
farms 
remain 
mort- 
gaged 3 

1 

2 

3 

4 

5 

6 

7 

New  England 

Middle  Atlantic 

East  North  Central 

West  North  Central 

South  Atlantic 

Percent 
0.86 
1. 15 
1. 32 
1.22 
1.  54 
1. 38 
■ 2.04 
1.29 
1.59 

Percent 

32.8 

31.1 

38.3 

49.2 
26.0 

26.4 
38.7 
45.1 
45.0 

Years 

38.1 

27.0 

29.0 

40.3 

16.9 

19.1 

18.9 
35.0 

28.3 

Percent 
1.00 
.97 
.89 
.99 
1. 12 
.98 
1. 14 
1.40 
1.  23 

Years 
32. 8‘ 

32.1 
43.0 
49.7 

23.2 

26.9 

33.9 

32.2 
36.6 

Years 

35.4 

29.6 

36.0 

45.0 

20.0 
23.0 

26.4 

33.6 

32.4 

East  South  Central 

West  South  Central 

Mountain 

Pacific 

United  States 

1.  45 

36.0 

24.7 

1. 03 

34.6 

29.6 

1 Average  1925-28  expressed  as  percent  of  all  farms.  s Column  e-^-column  5. 

2 Column  3-^column  2.  < Average  of  columns  4 and  6. 


TOTAL  FARM  MORTGAGE  INTEREST  BILL 

The  volume  of  animal  farm  mortgage  interest  charges  in  recent 
years  has  amounted  to  between  $500,000,000  and  $600,000,000,  the 
amount  having  recently  declined  somewhat  with  the  reduction  in  the 
volume  of  obligations.  The  estimated  amount  of  these  charges,  by 
years,  since  1909  is  shown  in  table  15. 


Table  15. — Annual  amount  of  interest  on  farm  mortgages  ^ 


1909  $199,000,000 

1910  210,  000,  000 

1911  221,000,000 

1912  232,  000,  000 

1913  240,  000,  000 

1914  252,  000,  000 

1915  269,  000,  000 

1916  299,  000,  000 

1917  345,  000,  000 

1918  401,  000,  000 

1919  479,  000,  000 

1920  545,  000,  000 


1921 

$554,000,000 

1922 

568,  000,  000 

1923 

564,  000,  000 

1924 

567,  000,  000 

1925 

568,  000,  000 

1926 

568,  000,  000 

1927 

-i 568,000,000 

1928 

563,  000,  000 

1929 

554,  000,  000 

1930 

540,  000,  000 

1931 

520,  000,  000 

When  there  is  added  to  the  above  amounts  of  interest  on  farm  mort- 
gage debt  an  amount  equal  to  about  8 percent  annually  on  the 
$2,000,000,000  of  short-term  credit  from  banks,  and  15  to  20  percent 
on  the  $1,000,000,000  or  more  of  merchant  credit,  the  total  annual 
charge  indicated,  is  between  $800,000,000  and  $900,000,000.  This 
volume  of  interest  is  not  all  due  from  actual  farmers,  however,  since 
many  of  the  owners  of  tenant  and  manager-operated  farms  are  busi- 
ness or  professional  men. 

1 Does  not  include  commissions. 
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FARM  TAXES 

The  annual  amount  of  taxes  on  farm  property  nearly  equals  the 
interest  charges  on  all  farm  debt,  including  mortgage  debt  as  well  as 
short-term  debt.  The  amount  of  these  taxes,  real  estate  and  personal, 
levied  against  farm  property  for  the  }^ears  1909-1932  has  been  esti- 
mated as  shown  in  table  16. 


Table  16. — Farm  'property  taxes,  1909-1932 


1909 

1910 

1911 

1912 

1913 

1914 

1915 

1916 

1917 

1918 

1919 

1920 


$262,  000,  000 
268,  000,  000 
275,  000,  000 
278,  000,  000 
286,  000,  000 
292,  000,  000 
298,  000,  000 
304,  000,  000 
310,  000,  000 
345,  000,  000 
380,  000,  000 
452,  000,  000 


1921 

1922 

1923 

1924 

1925 

1926 

1927 

1928 

1929 

1930 

1931 

1932 


$633,  000,  000 
678,  000,  000 
718,  000,  000 
727,  000,  000 
729,  000,  000 
738,  000,  000 
754,  000,  000 
766,  000,  000 
777,  000,  000 
777,  000,  000 
1 730,  000,  000 
1 629,  000,  000 


These  taxes  are,  of  course,  spread  over  all  farm  property,  and  do 
not,  like  the  interest  charges,  rest  upon  a portion  of  the  farms  and 
farmers.  The  taxes  constitute  strictly  a first  lien  against  the  prop- 
erty on  which  they  are  levied,  taking  precedence  even  over  so-called 
first  mortgages. 

The  combined  fixed  annual  charges  against  farm  real  estate,  in  the 
form  of  interest  and  taxes,  has  for  recent  years  exceeded  $1,200,- 
000,000.  When  the  interest  on  short-term  farm  credit  and  the  tax 
on  personal  property  of  farmers  is  included  in  the  total  annual  charges, 
the  sum  becomes  about  $1,600,000,000. 


INTEREST  AND  TAX  CHARGES  AGAINST  MORTGAGED  FARMS 

In  an  effort  to  show,  roughly  at  least,  what  part  of  the  annual 
mortgage  interest  and  farm  taxes  rest  upon  farms  with  different  ratios 
of  debt  to  value  table  17  has  been  prepared.  This  table  gives,  by 
geographic  divisions,  and  for  the  country  as  a whole,  the  estimated 
mortgage  charges  for  1928  and  also  the  estimated  1929  property  taxes 
carried  by  mortgaged  farms.  Both  of  these  fixed  charges  are  then 
distributed  among  the  groups  of  mortgaged  farms  based  on  the  ratio 
of  debt  to  value  of  such  farms.  The  last  group  of  farms,  in  table  17, 
for  example,  namely,  that  carrying  mortgages  equal  to  over  80  per- 
cent of  the  value,  and  which,  as  indicated  earlier  in  this  report,  com- 
prises about  13  percent  of  all  mortgaged  farms,  carries  total  annual 
interest  charges  of  $155,015,000  and  annual  property  taxes  of 
$37,584,000. 

The  figures  in  this  table  should  not  be  considered  highly  accurate, 
since  they  involve  the  assumption  that  the  farms  mortgaged  at  the 
various  ratios  of  debt  to  value  have  the  same  average  value  in  each 
ratio  group,  and  a corresponding  assumption  is  involved  with  refer- 
ence to  the  average  amount  of  property  taxes  resting  on  the  farms 
in  the  six  ratio  groups.  It  is  not  believed,  however,  that  if  the  actual 
figures  were  available  the  picture  presented  by  table  17  would  be 
greatly  altered. 


1 Preliminary. 


Table  17. — Estimated  distribution  of  mortgage  charges  and  property  taxes  on  mortgaged  farms f 
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1 80.1  and  over 

1 Taxes 

1,000  dollars 
230 
1,081 
8,663 
17, 768 
1, 614 
1, 254 
2,  201 
1, 388 
3,385 

37, 584 

Mortgage 

charges 

1,000  dollars 
858 
4,  721 
29,340 
71, 808 
9, 056 
6, 450 
11, 893 
6,  754 
14, 135 

155, 015 

60.1-80.0 

Taxes 

1,000  dollars 
644 
1,853 
10, 025 
15, 835 
1, 489 
998 
3, 102 
2,244 
3,  643 

CO 

CO 

00 

oT 

CO 

Mortgage 

charges 

et^OOt^OOOCOO:'CO 

it 

00 

Sa 

O 

o 

o 

Taxes 

1 ,000  dollars 
1,362 
3, 763 
16, 460 
21,267  i 
2,755 
2, 370 
6, 178 
4, 060 

I 6, 228 

64,443 

Mortgage 

charges 

1,000  dollars 
2, 817 
9, 128 
30, 971 
47, 748 
8,591 
6,  771 
18,  545 
10,  979 
14, 446 

149,  996 

20.1-40.0 

Taxes 

1,000  dollars 
2, 197 
4,  717 
18, 131 
24,489 
3, 885 
3, 141 
8, 430 
6,  013 

8,  on 

79, 014 

Mortgage 

charges 

1 1,000  dollars 
2, 736* 
6, 866 
20, 468 
32, 990 
7,268 
5, 383 
15, 181 
9,756 
11, 150 

: 111,  798 

i 

1.00-20.0 

1 

1,000  dollars 
1, 171 
2,626 
8,602 
12, 705 
2,669 
2,114 
1 5, 103 

3, 427 
4,  574 

42,991 

Mortgage 

charges 

1,000  dollars 
487 
1, 274 
3, 238 
5,  705 
1,664 
1,208 
3, 064 
1,853 
2, 122 

20, 615 

Taxes 

1,000  dollars 
5, 604 
14,040 
61, 881 
92, 064 
12, 412 
9,877 
25, 014 
17, 132 
25,841 

263, 865 

1 

1 

V 

iviorigage 

charges 

1,000  dollars 
8,771 
28,283 
110,423 
208, 025 
33,080 
23, 801 
61, 717 
37, 838 
53, 686 

565, 624 

Geographic  division 

New  England 

Middle  Atlantic.. 

East  North  Central 

West  North  Central.. 

Seuth  Atlantic 

East  South  Central 

West  South  Central 

Mountain..., 

Pacific 

United  States 
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TAXES  AND  INTEREST  CHARGES  IN  RELATION  TO  FARMERS’  INCOME 

The  burden  of  the  annual  fixed  charges  resting  upon  farmers  de- 
pends, of  course,  upon  the  relationship  of  these  charges  to  the  farm 
income  available  for  meeting  them.  As  compared  with  the  pre-war 
situation  fixed  charges  in  the  form  of  interest  on  farm  debt  and  taxes 
on  farm  property  are  roughly  2}i  times  as  large,  while  the  gross  farm 
income  in  1932  falls  nearly  25  percent  below  the  pre-war  figures. 
Furthermore,  these  charges  must  be  met  out  of  the  income  remaining 
after  current  farm  and  family  expenditures  are  deducted,  and  still 
further,  they  can  be  paid  only  from  cash  income.  In  table  17a  the 
combined  mortgage  charges  and  property  taxes  are  compared  with 
cash  income,  by  regions  and  by  classes  of  mortgaged  farms. 

The  annual  gross  income  from  farm  production  averaged  roughly 
6}^  billion  dollars  for  the  5 pre-war  years,  1909-13.  It  rose  to  a high 
of  nearly  17  billion  dollars  for  1919,  dropped  down  to  something  below 
9 billions  in  1921,  then  rose  again  somewhat  and  remained  at  between 
11  and  12  billions  from  1923  to  1929.  In  1930  it  fell  off  to  9%  billions, 
in  1931  it  fell  well  below  7 billions,  and  the  preliminary  estimate  for 
1932  is  about  5 billions.  The  estimated  gross  income  from  crops  and 
from  livestock  and  livestock  products  for  the  years  1909-31  is  shown 
in  table  18. 

Figure  2a  indicates  the  mortgage  debt  for  selected  years  of  the  period 
following  1910  and  also,  for  comparison  with  this  debt,  returns  per  acre 
of  10  leading  crops,  taxes  per  acre  on  farm  real  estate,  and  farm  land 
values.  The  value  of  principal  crops  per  acre  rose  by  1919  to  more 
than  275  percent  of  the  pre-war  level,  then  fell  sharply  to  the  pre-war 
level  in  1921,  rose  gradually  in  the  next  3 years,  and  declined  evenmore 
gradually  till  1929  when  began  the  abrupt  decline  which  by  1932  re- 
duced the  per-acre  value  to  less  than  half  of  pre-war  value.  Land 
values,  after  having  risen  by  1920  to  170  percent  of  pre-war  values, 
fell  to  15  percent  above  that  level  by  1930  and  to  11  percent  below 
it  by  early  1932. 

The  farm-mortgage  debt  per  acre  of  farms  operated  by  owners  was 
nearly  three  times  as  high  in  1930  as  in  1910.  Farm  real-estate  taxes 
per  acre  in  1929  were  two  and  a half  times  as  high  as  in  1913.  After 
1930  they  declined  sharply  under  the  pressure  of  the  faU  in  farm 
income. 

The  income  available  for  the  payment  of  fixed  charges  of  interest 
and  taxes  has  obviously  fallen  below  the  corresponding  pre-war 
figure  much  more  than  has  the  gross  income.  This  would  be  true 
even  if  farm  prices  had  maintained  a constant  relationship  to  the 
general  price  level.  But  the  price  index  for  agricultural  products 
has  not  followed  the  price  index  for  commodities  that  farmers  need 
to  buy.  With  1909-14  prices  used  as  a base  and  represented  by  100, 
the  farm-products  price  index  stood  at  49  in  February  1933,  while  the 
price  index  of  commodities  bought  or  needed  by  farmers  stood  at  104. 
This  means  that  fully  twice  as  large  a part  of  the  farm  production  is 
needed  to  meet  current  expenses  as  was  true  before  the  war,  and 
that  hence  a far  smaller  part  of  the  gross  income  is  available  for 
meeting  fixed  overhead  charges.  In  fact,  the  amount  thus  available 
from  the  1931  income  was  a minus  quantity  in  the  case  of  a substan- 
tial percentage  of  the  farmers,  and  the  corresponding  percentage  of 
such  farmers  in  1932  will  be  still  higher. 


Table  17-A. — Estimates  of  combined  mortgage  charges  and  property  taxes  on  mortgaged  farms,  and  of  cash  income  on  mortgaged  farms  ‘ 
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Total 

Cash  in- 
come 

$1,000 
89,309 
218, 608 
552, 865 
1, 025,  511 
200, 850 
123, 936 
299, 120 
226, 758 
370, 565 

iO 

o 

CO 

Mortgage 
charges 
and  taxes 

lOCO'rt^OiC^lOOrHOt^ 

0*^<N00005t^COt^<N 

Scococoo-^ot^oiio 
^ ^ w c4‘ o »o  CO  o oT 

^1-H'^l>0'^c000i0l> 
rH  CO 

829, 489 

80.1  and  over 

Cash  in- 
come 

050C^lO<NrHt^(Nt^ 

0'^005l^'^«MiOr}<iO 

O^OCiCOOii-H|>-COCOCO 

408,735 

1 

Mortgage 
charges 
and  taxes 

$1,000 
1, 088 
5, 802 
38, 003 
89,  576 
10, 670 
7,  704 
14, 094 
8, 142 
17,  520 

192,599 

i 

i iOOrH<MOOOO(M 

«0  05  O Ir^  CO  O CO  tH 

^ ^ S<NOOiOCOOiOr-4t^05 

'S  5 00  oTco -^c^rt^orio 

^8  ^rH(MOO^(NrHCO<NCO 

444, 320 

Mortgage 
charges 
and  taxes 

t^t^rHOiOt^OOO 
C)rHTj(c000500COTjHl> 
0*OT-HrJ4C00505^1>'^ 
00  CD  lO  l>r  ^ CO  O iO 

168, 033 

40.1-60 

Cash  in- 
come 

»-ICO(MiC>tHCOi-HCD05 
CiOOCO'^»D»D05r-lOO 
Ot^iOi-HC5iOt^OOt^CO 
^ t-T  00  CO  tjT  oT  CO  CO  o 
'^<MkO'^COrt^C^I>kDOO 

^ r-H  CS 

746, 634 

Mortgage 
charges 
and  taxes 

$1,000 
4, 179 
12, 891 
47, 431 
69, 015 
11,346 
9, 141 
24, 723 
15, 039 
20,  674 

214, 439 

20.1-40 

Cash  in- 
come 

CDiOrt<05^C5<D5t^»0 
O-^iCO00  00i-H00r-iO 
oo^ot^ooTf<r^cDi-H 

^-iOCO(Nc4'c<rcro050 

^COI>COt^COCOOt^'^ 

««-  »— 1 rH  r-1 

966, 079 

Mortgage 
charges 
and  taxes 

$1,000 
4, 933 
11,  583 
38,  599 
57, 479 
11, 153 
8, 524 
23, 611 
15,  769 
19, 161 

190, 812 

1-20 

Cash  in- 
come 

C50>D005'^CO<M(N 

<005rHCO»00 

<^COa500kOrHiOO5CO00 

^00  O CO  rH  CO  CO  O fcO 
^rH-^t^^T^ifMCO'^OO 

541, 754 

Mortgage 
charges 
and  taxes 

ooooococ<it^oco 

O^OTjHrHC003IC00005 

S‘®O500'^COCOrH<NCO 

^rH  COrHOO'^COOO^CCS' 

«5-  ^ 

1 63, 606 
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Table  18. — Gross  income  from  farm  production.  United  States,  1909-31  ^ 


Livestock 
and  live- 
stock 
products 

Crops 
and  live- 
stock 
combined 

Gross  income,  percentage  of 
1910-14  average 

Years 

Crops 

Crops 

Livestock 

Crops 
and  live- 
stock 

1909 - 

Million 

dollars 

3,314 

Million 

dollars 

2,925 

Million 
dollars 
6, 238 

Percent 

91.6 

Percent 

93.0 

Percent 

92.3 

1910 - 

3, 517 

3, 126 

6,643 

97.2 

99.5 

98.3 

1911 

3, 536 

2,836 

6, 372 

97.8 

90.2 

94.3 

1912 - - 

3, 688 
3, 647 

3,096 

6, 784 

101. 9 

98.5 

100.3 

1913. - - 

3, 328 

6,  975 

100.8 

105.9 

103.2 

1914. 

3,700 

3, 328 

7,028 

102.3 

105.9 

104.0 

1915.. 

3,985 

3, 410 

7, 395 

110.2 

108.5 

109.4 

1916 - - - 

4, 968 

3,947 

8,914 

137.3 

125.6 

131.9 

1917. 

7,431 

5,401 

12,832 

205.4 

171.8 

189.8 

1918. 

8,119 

6,982 

15, 101 

224.5 

222.1 

223. 4 

1919 

9, 431 

7,503 

16, 935 

260.7 

238.7 

250.5 

1920 

6, 862 

6,704 

13, 566 

189.7 

213.3 

200.7 

1921 - 

4,488 

4, 440 

8, 927 

124.1 

141.3 

132. 1 

1922 

5,  350 

4,594 

9,944 

147.9 

146.2 

147.1 

1923 

5,969 

5, 072 

11, 041 

165.0 

161.4 

163.3 

1924. 

6, 170 

5, 167 

11, 337 

170.6 

164.4 

167.7 

1925 

6, 147 

5,820 

11,968 

169.9 

185.2 

177.0 

1926 

5,468 

6, 012 

11,480 

151.2 

191.3 

169.8 

1927 - 

5,817 

5,799 

11,616 

160.8 

184.5 

171.8 

1928 

5,675 

6,066 
6,  302 

11, 741 

156.9 

193.0 

173.7 

1929 

5,609 

11,911 

155.1 

200.5 

176.2 

1930 

3, 971 

5, 376 

9, 347 

109.8 

171.0 

138.3 

1931 

2,931 

3, 989 

6,920 

81.0 

126.9 

102.4 

1 Estimates  for  1909-23  comparable  with  data  in  table  3,  p.  398,  Crops  and  Markets,  September  1931 . 
* Crop  year  for  crops,  calendar  year  for  livestock  and  livestock  products. 


This  means,  of  course,  that  many  farmers  even  among  those  who 
have  no  debt  and  therefore  no  interest  to  pay,  are  nevertheless 
unable  to  meet  their  taxes  from  this  year’s  income,  and  can  pay  them, 
if  at  all,  only  by  borrowing  money  for  the  purpose,  or  by  drawing  on 
other  resources.  Cases  of  this  kind  occur,  of  course,  even  in  years 
when  farm  prices  are  favorable,  by  reason  of  crop  failures  or  other 
local  disasters,  but  this  year  it  will  be  true  of  many  farmers  even 
without  any  special  disasters  to  crops  and  livestock. 

The  above  conclusion  is  based  in  part  on  the  results  of  an  annual 
survey  covering  6,000  to  15,000  farms,  and  which  aims  to  arrive  at 
the  farm  income  available  for  living  expenses,  interest  payments, 
and  other  purposes,  after  deducting  current  farm  expenses  and  taxes. 
The  results  of  this  survey  for  the  years  1924-31  may  be  found  in  the 
Bureau’s  monthly  Crops  and  Markets”  for  November  1932,  pages 
442-443.  Such  results  for  1932  will  not  be  available  until  about  the 
middle  of  1933.  The  figures  for  1931  indicate  that  36  per  cent  of 
the  farmers  reporting  had  losses  for  the  year,  without  allowance  for 
interest  or  debt  payments.  About  40  percent  of  those  reporting  had 
net  incomes,  as  here  calculated,  amounting  to  less  than  $500.  Most 
of  the  remaining  24  percent  had  net  incomes  ranging  from  $500  to 
$1,000,  with  scattering  ones  in  higher  brackets.  Just  what  percentage 
of  these  reporting  farmers  would  show  losses  for  1931  before  allowance 
for  taxes,  was  not  calculated. 

The  farms  included  in  this  survey  average  materially  larger  than 
the  average  for  all  farms.  The  net  incomes,  as  well  as  the  net  losses 
of  those  reporting,  therefore,  show  wider  ranges  than  would  the 
corresponding  figures  for  all  farmers  in  the  country. 

166628—33 3 
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FAKM  FOEECLOSUEES  AND  TAX  SALES 

As  a result  of  the  drop  in  farm  income  and  in  land  values  following 
1920  and  more  particularly  during  the  last  three  years,  forced  sales  of 
farms  and  other  farm  property  have  been  numerous.  Tables  19  and 
19(a)  and  figure  3 show,  by  geographic  divisions,  the  average  number 
of  farms  per  thousand  of  all  farms,  estimated  to  have  changed  hands 


RETURNS  Per  Acre  of  Ten  Leading  Crops  and  taxes,  land  Values 

AND  MORTGAGE  DEBT  PER  ACRE  OF  FARM  REAL  ESTATE 


voluntarily,  and  as  a result  of  forced  transactions  for  the  years  ending 
March  15,  1926-32.  The  data  on  farms  changing  hands  as  a result 
of  mortgage  foreclosure,  bankruptcy,  and  related  defaults  include 
not  only  farms  actually  sold  at  foreclosure,  but  also  cases  of  deeding 
back  and  sales  to  avoid  foreclosure.  The  tendency  toward  fewer 
forced  transactions  for  1929  and  1930  in  several  areas  is  in  contrast 
to  the  striking  increases  since  then.  No  data  later  than  March  15, 
1932,  are  available  from  these  sources. 


Table  19. — Number  of  farms  per  1,000  changing  ownership  by  various  methods,  by 
geographic  divisions,  12  months  ended  March  15,  1926-32 


Type  of  sale  and  year 

New  England 

Middle  At- 
lantic 

East  North 
Central 

West  North 
Central 

South  Atlan- 
tic 

1 East  South 
Central 

West  South 
Central 

Mountain 

Pacific 

United  States 

Voluntary  sales: 

1926 

34.0 

35.4 

25.8 

23.0 

28.0 

33.5 

34.7 

32.0 

35.6 

29.6 

1927 

32.4 

37.0 

25.8 

24.3 

24.2 

29.3 

31.1 

33.7 

36.3 

28.3 

1928 

34.9 

33.7 

24.0 

23.9 

20.0 

27.5 

27.9 

34.8 

34.3 

26.3 

1929  --  

30.4 

28.  2 

21.0 

22. 4 

18.3 

23.4 

25.5 

35.6 

28.3 

23.5 

1930 

30.7 

28.3 

20.8 

22.9 

18.2 

23.9 

24.2 

38.7 

30.1 

23.7 

1931 

30.7 

24.5 

18.6 

18.9 

14.5 

19.4 

16.7 

24.8 

22.1 

19.0 

1932  . . - : 

24.8 

20.4 

16.8 

14.2 

12.3 

17.2 

15.4 

17.6 

22.3 

16.2 

Forced  sales  and  related  defaults  (de- 
linquent taxes) : 

1926  

4.5 

3.0 

3.2 

4.3 

5.5 

4.0 

3.4 

9.8 

3.9 

4.2 

1927 

3.8 

3.0 

3.8 

5.3 

6.9 

5.8 

3.8 

9.5 

4.5 

5.1 

1928 

3.0 

3.4 

4.2 

5.1 

6.9 

5.4 

4. 1 

12.0 

4.2 

5.2 

1929  - 

3.6 

3.6 

3.3 

3.6 

9.0 

4.0 

3.2 

10.8 

3.9 

4.7 

1930  

3.9 

3.5 

4.8 

4.2 

8.4 

4.9 

3.4 

11.2 

3.0 

5.1 

1931 

3.4 

4.6 

4.7 

5.5 

12.8 

10.0 

6.1 

13.8 

5.4 

7.4 

1932 

5.2 

5.6 

6.5 

8.7 

21.0 

26.0 

13.2 

16.5 

10.8 

13.3 

0 
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Table  19. — Number  of  farms  per  1,000  changing  ownership  by  various  methods,  by 
geographic  divisions,  12  months  ended  March  15,  1926-32 — Continued 


Type  of  sale  and  year 

New  England 

Middle  At- 
lantic 

East  North 
Central 

West  North 
Central 

South  Atlan- 
tic 

East  South 
Central 

West  South 
Central 

Mountain 

Pacific 

United  States 

Foreclosure  of  mortgage,  bankruptcy, 
etc.i; 

1926  

9.3 

8.8 

15.7 

26.  5 

14.0 

12.4 

15.3 

40.4 

16.  7 

17.4 

1927 

8.6 

8.8 

16.6 

26.7 

14. 1 

15.9 

16.1 

35.8 

15.6 

18.2 

1928  

7.  7 

8.4 

16.  5 

27.3 

16.4 

14.6 

14.  4 

27.4 

15.  7 

17.6 

1929 

7.3 

8.4 

15.8 

22.3 

14.0 

11.2 

12.0 

18.3 

13.  6 

14.8 

1930  

7.3 

9.6 

17.5 

23.3 

14  8 

11.2 

13.4 

18.2 

12.2 

15.7 

1931 - 

6.  3 

9.2 

19.3 

25.8 

19.4 

15.9 

16.  3 

22.  6 

19.  6 

18.7 

1932  

10.  3 

12.4 

27.8 

43.8 

26. 1 

24.6 

27.0 

27.0 

26.  8 

28.4 

Total  forced  sales: 
1926 

13.  8 

11.  8 

18. 9 

30.  8 

19.  5 

16.  4 

18.  7 

50.  2 

20.  6 

21.  6 

1927 

12.4 

11.8 

20.4 

32.0 

21.0 

21.7 

19.9 

45.  3 

20. 1 

23.3 

1928 

10.  7 

11.8 

20.7 

32.4 

23.3 

20.0 

18.5 

39.4 

19.9 

22.8 

1929  . - 

10.9 

12.  0 

19. 1 

25.9 

23.0 

15.  2 

15.  2 

29. 1 

17.5 

19.  5 

1930  - - 

11.2 

13. 1 

22.3 

27.  5 

23.2 

16. 1 

16.8 

29.4 

15.  2 

20.8 

1931 

9.  7 

13.8 

24.0 

31.3 

32.2 

25.9 

22.4 

36.4 

25.0 

26. 1 

1932  . 

15.5 

18.0 

! 

34.3 

52.5 

47.1 

50.6 

40.2 

43.5 

37.6 

41.7 

1 Including  loss  of  title  by  default  of  contract,  sales  to  avoid  foreclosure  and  surrender  of  title  or  other 
transfers  to  avoid  foreclosure. 


Table  19(a). — Total  number  of  farms  per  1,000  transferred  by  forced  sales  for  the 
years  ending  March  16,  1926-32,  inclusive 


Geographic  division 

Forced  sales  (1926-32) 

For  delin- 
quent taxes 

For  fore- 
closure of 
mortgage, 
bank- 
ruptcy, 
etc. 

All  forced 
sales 

New  England.  

27.  4 

56.  8 

84.2 

Middle  Atlantic  . 

26.7 

65.6 

92.3 

East  North  Central..  .....  ........  . . .. 

30.5 

129.  2 

159.7 

West  North  Central 1 

36.7 

195.7 

232.4 

South  Atlantic . 

70.  5 

118.  8 

189.3 

East  South  Central..  ....  ....  ..  . . 

60. 1 

105.8 

165.9 

West  South  Central.  

37.2 

114.5 

151.7 

Mountain.  ......  ..  . . . 

83.  6 

189.7 

273.3 

Pacific.. ...  . . ..  ...  ..... 

35.7 

120.  2 

155.9 

United  States.  

45.0 

130.8 

175.  8 

Based  on  table  19. 


The  foreclosed  loans  of  the  Federal  and  joint-stock  land  banks, 
represented  by  real  estate  owned  and  by  sheriff  certificates,  as  of 
December  1931,  and  December  1932,  were  as  follows: 


December 

1931 

December 

1932 

Federal  land  banks: 

Real  estate  owned - - 

$29, 414,  000 
13,  734, 000 

30,  898,  000 
11,  766,  000 

$44,  754, 000 
25,  492,  000 

50, 114,  000 
22, 939, 000 

Sheriff  certificates,  etc  --  

Joint-stock  land  banks  :i 

Real  estate  owned  - - . - . - - 

Sheriff  certificates,  etc  - - - 

Total  of  Federal  and  joint-stock  land  banks 

85,  812,  000 

143,  299,  000 

1 Includes  banks  in  receivership. 


28 


THE  EAKM  DEBT  PROBLEM 


The  reported  investment  in  “distress’'  land  holdings  of  14  life- 
insurance  companies  holding  approximately  61  percent  of  the  esti- 
mated farm  mortgage  loans  of  all  life-insurance  companies,  increased 
from  $78,294,000  at  the  close  of  1929  to  $223,851,000  by  December 
31,  1931. 

The  proportion  of  farmers  who  were  unable  to  meet  their  tax 
payments  on  time  increased  rapidly  from  1929  to  1932.  In  37 
widely  scattered  farming  counties  for  which  figures  are  available, 
the  percentage  of  property  taxes  unpaid  at  the  date  when  penalty 
was  applied,  was  12  percent  in  1929,  15  percent  in  1930,  and  23  per- 
cent in  1931.  Many  individual  counties  run  very  much  higher. 

Although  few  concrete  data  are  available  for  1932,  nearly  all 
e\ddence  points  to  another  significant  increase  in  delinquency  between 


Figure  4. 


1931  and  1932.  Reports  from  State  tax  commissions,  except  in 
New  England,  rather  regularly  indicate  this  situation.  In  New 
England  there  is  a special  situation  in  several  respects.  Dairying, 
one  of  the  leading  farm  enterprises,  has  been  less  severely  depressed 
than  most  other  farm  enterprises.  Members  of  farm  families  earn 
a considerable  amount  of  income  in  other  than  farm  enterprises,  and 
also  in  this  region  there  appears  to  have  developed  an  unusually 
strong  sentiment  urging  the  prompt  payment  of  taxes  even  when 
marked  personal  sacrifices  are  involved.  Although  farm  tax  delin- 
quencies are  increasing  in  New  England,  they  are  still  relatively  few 
when  compared  with  those  occurring  elsewhere. 

In  Minnesota  the  percentage  of  property  taxes  not  paid  on  time 
increased  between  1931  and  1932  in  all  but  three  counties.  This 
increase  includes  counties  with  a half,  or  more,  of  their  taxes  delin- 
quent, and  others  with  less  than  5 percent  delinquency.  The 
actual  percentage  delinquent  varies  greatly  with  the  value  of  the 
land  for  farming  purposes.  Though  the  Minnesota  reports  make 
these  facts  more  clearly  evident,  there  is  reason  to  believe  that  the 
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situation  in  that  State  is  not  unique,  but  largely  representative  of 
the  agricultural  States. 

Temporary  delinquency  such  as  considered  above  does  not  entail 
immediate  dispossession  of  the  farmer,  but  sets  up  a debt,  usually 
at  a very  high  rate  of  interest. 

CREDIT  AGENCIES  IN  THEIR  RELATION  TO  THE  DEBT  BURDEN 


Commercial  hanks. — The  chief  agency  supplying  short-term  credit 
for  the  farmer  is  the  country  bank.  The  unfavorable  economic 
conditions  which  these  institutions  have  faced  since  1920  have  re- 
sulted in  a tremendous  reduction  in  their  numbers  and  have  curtailed 
the  lending  capacity  of  operating  banks.  As  a result,  many  agricul- 
tural areas  are  without  credit  facilities.  In  others,  existing  institu- 
tions are  not  in  a position  to  meet  the  legitimate  credit  requirements 
of  their  communities. 

Since  1920  there  have  been  approximately  11,000  bank  failures, 
the  larger  part  of  which  were  located  in  agricultural  areas.  The 
following  table  summarizes  the  bank-failure  situation  for  each  State 
since  1920: 


Table  20. — Bank  suspensions  hy  States  January  1,  1921- January  31,  1933 


State 

Total 
active 
banks 
June  30, 
1920 

Number 
of  suspen- 
sions 

Suspen- 
sions as 
percent  of 
active 
banks 

Deposits  of 
suspended 
banks 

New  Ensfland 

1,127 

161 

73 

6.  5 

.$254,  568, 000 

5. 407. 000 
13,  605, 000 

1. 768. 000 

150.861.000 
2,  212, 000 

80,  715, 000 

847. 188. 000 
324,  690, 000 
109,  546, 000 

412. 952. 000 
1, 180, 988,  000 

322,  250, 000 
178,  741,  000 
436,  226, 000 
165,  856, 000 
77,  915, 000 
1,111,533, 000 
161,  013,  000 
374,  378,  000 
143,  224, 000 
84,  013, 000 
142, 134,  000 
124,  767, 000 
82, 004,  000 
672, 033,  000 
1,  460,  000 
39, 184, 000 
3,  497,  000 
31,  446, 000 
63,  662,  000 

131. 046. 000 
107,  362, 000 

80,  785,  000 
213,  591,  000 
276,  698,  000 
102,  312,  000 
73,  761,  000 
32, 838,  000 
67,  787,  000 
351,  885,  000 

88,  271,  000 
23,  329,  000 

89,  587, 000 
150,  698, 000 

Maine  

5 

3. 1 

New  Hampshire 

125 

4 

3.2 

Vermont 

108 

2 

1.9 

Massachusetts 

465 

33 

7. 1 

Rhode  Island 

48 

3 

6.  2 

Connecticut 

220 

26 

11.  8 

Middle  Atlantic 

2, 990 
1,056 
388 

395 

13.2 

New  York 

101 

9.  6 

New  Jersey 

54 

13.9 

Pennsylvania 

1,546 
5,488 
1, 145 
1,057 
1,610 
700 

240 

15.5 

East  North  Central 

1, 858 
226 

33.9 

Ohio - 

19.7 

Indiana 

380 

36.0 

Illinois 

728 

45.2 

Michigan 

298 

42.6 

Wisconsin 

976 

226 

23.2 

West  North  Central 

9, 067 
1,515 
1, 763 
1,652 
898 

4,  310 
607 

47.5 

Minnesota 

40. 1 

Iowa 

993 

56.  3 

Missouri .* 

649 

39.3 

North  Dakota 

569 

63.4 

South  Dakota 

694 

546 

78.  7 

Nebraska 

1. 196 
1,349 
3,289 
47 

562 

47.0 

Kansas 

384 

28.5 

South  Atlantic 

1,557 

3 

47.  3 

Delaware . . 

6.4 

Maryland  . . ...  

282 

38 

13.  0 

District  of  Columbia 

45 

4 

8.9 

Virginia  . 

488 

113 

23.  2 

West  Virginia  ..  - 

340 

109 

32. 1 

North  Carolina . . 

623 

314 

50.  4 

South  Carolina  . . 

461 

307 

66.6 

Georgia  _ ..  - . 

738 

412 

55.8 

Florida  

265 

257 

97.0 

East  South  Central _ - .. 

1,836 

584 

583 

31.8 

Kentucky  . . ..  

137 

23.  5 

Tennessee - 

546 

165 

30.  2 

Alabama. 

352 

122 

34.  7 

Mississippi  . ..  . . 

354 

159 

44.9 

West  South  Central 

3,295 

487 

1,171 

35.  5 

Arkansas 

301 

61.8 

Louisiana  . 

267 

65 

24.3 

Oklahoma 

959 

347 

36.2 

Texas 

1,  582 

458 

29.0 
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Table  20. — Bank  suspensions  by  States  January  1, 1921- January  31, 1933 — Con. 


Mountain 

Montana 

Idaho 

Wyoming 

Colorado 

New  Mexico 

Arizona 

Utah 

Nevada 

Pacific 

Washington 

Oregon 

California 

United  States. 


Total 
active 
banks 
June  30, 
1920 

Number 
of  suspen- 
sions 

Suspen- 
sions as 
percent  of 
active 
banks 

Deposits  of 
suspended 
banks 

1,592 

727 

45.7 

$243,  245, 000 

431 

233 

54.1 

58, 655, 000 

222 

111 

50.0 

36,  200,  000 

160 

65 

40.6 

18,  204, 000 

403 

145 

36.0 

37,  219, 000 

123 

64 

52.0 

21,  401,  000 

87 

44 

50.6 

22,  754,  000 

133 

44 

33.1 

24, 886, 000 

33 

21 

63.6 

23,926, 000 

1,394 

301 

21.6 

212,  905, 000 

394 

112 

28.4 

75,  793, 000 

277 

90 

32.5 

38, 013,  000 

723 

99 

13.7 

99,  099, 000 

30, 078 

10, 975 

36.5 

5, 151,  043, 000 

With  the  disconcerting  drop  in  farm  commodity  prices,  the  amount 
of  funds  flowing  into  agricultural  communities  has  been  correspond- 
ingly reduced.  Payments  that  must  be  made  outside  the  community 
for  interest,  taxes,  and  purchase  of  necessary  supplies  have  not  shown 
a corresponding  reduction.  As  a consequence,  deposits  in  country 
banks  have  greatly  declined.  For  the  period  from  October  1929  to 
January  1933,  total  time  and  net  demand  deposits  of  member  banks 
of  the  Federal  Keserve  System,  located  in  places  of  less  than  15,000 
population,  in  20  of  the  leading  agricultural  States  the  decline  was  38 
percent,  in  8 cotton-growing  States  the  decline  was  51  percent,  and 
in  7 corn-belt  States  the  decline  was  41  percent.  The  decline  in 


Agricultural  Purchasing  Power:  Index 
of  Demand  Deposits* 


Figure  5. 


net  demand  deposits,  which  is  the  type  of  deposit  most  responsive  to 
changes  in  farm  income,  is  shown  for  each  of  these  three  groups  of 
States  in  figures  4,  5,  and  6. 
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An  additional  factor  which  has  tended  to  curtail  the  volume  of 
credit  available  to  farmers  through  country  banks  has  been  the  latter’s 
change  in  investment  policy.  As  a result  of  the  lack  of  confidence  on 


Index  of  Demand  Deposits 
of  Member  Banks* 


the  part  of  depositors,  created  by  the  numerous  bank  failures,  banks 
have  felt  the  necessity  of  keeping  an  increasing  proportion  of  their 
assets  invested  in  readily-liquidated  securities  purchased  outside  of 
the  community. 

The  general  effect  of  the  abnormal  conditions  affecting  country 
banks  has  been  to  decrease  substantially  the  volume  of  funds  available 


Index  of  Net  Demand  Deposits  of  Member 
Banks*  in  Corn-Belt  States 


Figure  7. 


for  new  loans  and  to  exert  pressure  for  the  liquidation  of  outstanding 
advances.  The  liquidation  of  outstanding  loans,  in  the  face  of  a 
sharply  reduced  farm  income,  particularly  when  funds  for  new  loans 
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cannot  be  obtained,  has  led  in  many  cases  to  a reduction  in  the 
farmers^  operating  capital.  Where  credit  has  not  been  available  for 
livestock  feeding,  the  ability  of  the  farmer  to  utilize  efficiently  his 
labor  time  and  surplus  feed  supplies  has  been  impaired.  Conse- 
quently his  ability  to  meet  his  debt  obligations  has  been  adversely 
influenced. 

The  lack  of  confldence  in  the  banking  situation  created  through  the 
numerous  bank  failures,  in  addition  to  reducing  the  proportion  of 
assets  invested  in  local  loans,  has  also  resulted  in  other  adverse  de- 
velopments. In  many  areas  country  banks  are  operating  under 
^‘waiver  agreements  ’’  in  order  to  avoid  going  into  liquidation.  WTiere 
banks  are  operating  under  this  plan,  their  investment  policy  must  be 
guided  by  the  requirements  of  their  depositors  for  the  withdrawal 
of  funds.  Consequently,  such  banks  are  not  in  a position  to  provide 
any  material  amount  of  new  credit.  Under  normal  conditions,  in 
order  to  provide  additional  credit  for  their  customers,  country  banks 
in  many  areas  have  followed  the  practice  of  borrowing  seasonally 
from  their  correspondent  banks  in  the  larger  cities  or  from  the  Federal 
reserve  banks.  The  tendency  of  the  public  to  interpret  large  outside 
borrowings  as  a sign  of  a weakness  in  the  bank’s  condition  has  tended 
to  diminish  this  practice. 

Federal  land  hanks. — The  Federal  land  banks,  which  hold  approxi- 
mately 12  percent  of  the  total  farm-mortgage  debt,  have  been  faced 
with  difficult  conditions  as  the  result  of  the  sharp  drop  in  farm  income 
and  the  unfavorable  market  for  long-term  securities.  The  volume 
of  new  loans  granted  by  these  institutions  has  fallen  sharply.  The 
average  annual  volume  of  new  loans  closed  in  the  3-year  period  ending 
with  1927  was  approximately  $133,000,000.  In  1930  the  volume 
had  dropped  to  $48,000,000,  in  1931  to  $42,000,000,  and  in  1932  to 
$28,000,000.  This  decrease  in  the  volume  of  new  loans  was  due  chiefly 
to  two  factors:  First,  the  drop  in  the  number  of  applications  which 
would  meet  their  requirements;  and,  secondly,  the  difficulty  of 
obtaining  funds  through  the  issuing  of  long-term  bonds. 

The  inability  to  obtain  new  funds  was  the  result  of  the  adverse 
bond  market  which  did  not  permit  the  issuance  of  bonds  at  a rate 
which  would  enable  the  banks  to  reloan  at  a rate  high  enough  to 
include  a sufficient  margin  for  operating  expenses.  In  1927  the 
average  yield  on  Federal  land-bank  bonds  was  4.08  percent.  In  1931 
the  average  yield  had  risen  to  5.34  percent,  and  for  a time  was  slightly 
higher  than  6 percent.  Inasmuch  as  the  maximum  interest  rate 
which  the  land  banks  are  permitted  to  charge  the  borrower  is  6 percent, 
such  rates  did  not  permit  borrowing  funds  for  making  loans  at  a 
rate  which  would  include  the  1 percent  spread  which  they  are  per- 
mitted. As  a consequence  the  volume  of  new  issues  has  been  limited 
during  the  last  three  years  almost  entirely  to  short-term  maturities. 
In  November  1930  an  issue  of  $20,000,000  of  two  to  three  year  notes 
was  offered.  Up  to  December  31,  1932,  loans  totaling  $18,500,000 
had  been  obtained  from  the  Reconstruction  Finance  Corporation. 
The  amount  of  Federal  land-bank  bonds  retired  in  1930  was  $40,- 
114,000,  in  1931  $16,853,000,  and  in  1932  $42,649,000. 

The  unfavorable  farm-income  situation  has  resulted  in  a material 
increase  in  the  volume  of  delinquent  payments  on  outstanding  loans 
and  a substantial  increase  in  “distress”  assets.  At  the  end  of  1928 
delinquent  installments,  real  estate  owned,  and  land  in  the  process  of 
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foreclosure  totaled  $25,739,000.  At  the  end  of  1930  this  had  increased 
to  $35,951,000.  The  increase  in  these  “distress”  holdings  since  that 
time  has  been  rapid,  total  “distress”  assets  advancing  to  $60,003,000 
at  the  end  of  1931  and  to  $94,876,000  on  December  31,  1932.  At  the 
latter  date  such  “distress”  items  represented  8.3  percent  of  the  out- 
standing bonds. 

With  a rapid  increase  in  the  proportion  of  the  assets  represented  by 
these  “distress”  items,  and  because  of  their  inability  to  obtain  new 
funds  through  long-term  financing,  the  position  of  the  land  banks  in 
meeting  their  annual  charges  on  outstanding  bonds  became  increasingly 
difiicult.  The  amount  of  cash  reserves  and  receipts  from  collection 
was  so  limited  that  they  could  not  grant  numerous  extension  of  pay- 
ments to  borrowers  without  jeopardizing  their  ability  to  meet  interest 
payments  on  outstanding  bonds.  In  recognition  of  this  situation. 
Congress  provided  additional  funds  early  in  1932  to  increase  the 
capital  stock  of  these  institutions.  The  total  appropriation  was 
$125,000,000,  of  which  amount  $25,000,000  was  allocated  for  the 
definite  purpose  of  providing  extensions  to  meritorious  borrowers. 
As  a consequence  of  this  action  the  financial  position  of  the  land  banks 
was  materially  improved.  At  the  end  of  1931,  holdings  of  readily 
liquidated  assets  (United  States  and  other  securities  and  cash  on  hand 
in  banks)  which  had  at  the  end  of  1928  averaged  3.8  percent  of  out- 
standing farm-loan  bonds,  declined  to  2.1  percent.  With  the  new 
capital  funds,  however,  the  proportion  of  such  liquid  assets  to  out- 
standing bonds  rose  to  10  percent  on  December  31,  1932. 

The  general  effect  of  the  conditions  affecting  the  Federal  land  banks 
upon  the  farmers’  debt  burden  may  be  summarized  as  follows:  The 
inability  to  obtain  new  funds  and  the  rising  volume  of  “distress” 
assets  led  to  a rigorous  collection  policy  until  additional  financial 
assistance  was  given  by  the  Federal  Government.  The  strengthening 
of  the  capital  structure  of  these  institutions  through  the  Federal 
appropriations  has  also  been  a factor  in  increasing  the  marketability 
of  Federal  land  bank  bonds.  This  is  reflected  in  the  yields.  Average 
yields  on  these  bonds  declined  from  6.07  percent  in  December  1931 
to  5.30  percent  in  January  1933.  The  increasing  volume  of  delinquent 
and  foreclosed  loans  has  placed  a large  percentage  of  the  national 
farm  loan  associations,  through  which  applications  are  normally  sub- 
mitted to  the  Federal  land  banks,  in  a position  that  prevents  them 
from  handling  new  loan  applications.  Recent  legislation  has  made  it 
possible  for  the  Federal  land  bank  to  get  around  this  difficulty  by 
making  loans  direct  to  farmers  without  going  through  the  local 
associations. 

Joint-stock  land  hanks. — The  joint-stock  land  banks,  which  hold 
approximately  6 percent  of  the  farm  mortgage  debt,  have  been  faced 
with  conditions  which  have  made  it  impossible  for  most  of  them  to 
grant  new  loans,  and  the  operations  of  many  of  them  represent  prac- 
tically a policy  of  liquidation. 

The  average  annual  volume  of  new  loans  made  in  the  3-year  period 
ending  1927  was  approximately  $112,000,000,  in  1930  and  in  1931 
the  annual  volume  had  been  reduced  to  only  slightly  more  than 
$5,000,000,  and  in  1932  to  $2,181,000.  The  new  loans  in  the  last  two 
years  are  chiefly  represented  by  banks  recently  organized  or  by  banks 
which  have  close  financial  affiliations  enabling  them  to  obtain  funds 
without  a public  offering  of  new  securities. 
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The  unfavorable  conditions  faced  by  the  joint-stock  land  banks 
have  been  reflected  in  a reduction  in  the  number  of  operating  institu- 
tions. At  the  end  of  1927  there  were  50  banks  in  operation.  Since 
that  time  three  banks  have  gone  into  the  hands  of  receivers,  having 
outstanding  bonds  in  the  amount  of  $89,754,000.  There  have  been 
3 mergers  and  2 new  banks  organized,  leaving  46  banks  in  operation. 
The  amount  of  bonds  retired  by  these  banks  in  1930  was  $30,203,000; 
in  1931,  $33,209,000;  and  in  1932,  $33,770,000. 

As  a result  of  the  low  level  of  farm  income  the  volume  of  fore- 
closures and  delinquent  loans  has  increased  rapidly.  The  holdings 
of  ^‘distress”  assets  (delinquent  instahments,  real  estate  owned,  and 
loans  in  the  process  of  foreclosure)  increased  from  $17,884,000  at  the 
end  of  1928  to  $25,878,000  at  the  end  of  1930.  At  the  end  of  1931 
these  items  had  increased  to  $46,305,000  and  on  December  31,  1932, 
they  totaled  $57,178,000.  At  the  latter  date,  such  ^‘distress’’  items 
represented  13.4  percent  of  the  outstanding  bonds. 

As  in  the  case  of  the  Federal  land  banks,  the  rapid  increase  in  the 
volume  of  ^‘distress’’  assets  and  the  inability  to  obtain  new  funds 
has  made  it  difficult  for  the  joint-stock  land  banks  to  meet  their 
annual  charges  on  outstanding  bonds.  Some  financial  assistance, 
however,  in  this  respect  has  been  obtained  through  the  Reconstruc- 
tion Finance  Corporation.  At  the  end  of  December  loans  had  been 
authorized  by  the  Reconstruction  Finance  Corporation  to  14  joint- 
stock  land  banks.  Outstanding  loans  to  joint-stock  land  banks 
from  this  source  totaled  on  that  date  $2,465,301. 

The  general  effect  of  the  situation  faced  by  the  joint-stock  land 
banks  has  been  to  increase  the  pressure  on  collections  in  order  to 
obtain  funds  with  which  to  meet  interest  payments  on  outstanding 
bonds.  There  has  been  considerable  comment  to  the  effect  that  the 
substantital  decline  in  joint-stock  land  bank  bonds  has  led  some  of 
these  banks  to  foreclose  on  loans  where  they  can  resell  the  land  and 
obtain  sufficient  funds  to  buy  back  their  outstanding  bonds  at  a dis- 
count. Loss  incurred  on  the  foreclosed  loan  would  be  offset  in  many 
cases  by  the  discount  on  depreciated  bonds  repurchased  by  the  bank. 
The  present  situation,  with  joint-stock  land  bank  bonds  selling  at 
substantial  discounts,  practically  precludes  any  nev/  financing.  The 
necessity  of  providing  earnings  to  offset  losses  therefore  provides  a 
strong  incentive  to  repurchase  bonds.  The  result  of  this  policy, 
however,  results  in  a decrease  in  the  volume  of  new  loans  and  amounts 
virtually  to  a policy  of  liquidation.  In  certain  cases  the  Federal  land 
banks  also  have  bought  back  limited  amounts  of  their  bonds  at  a 
discount  in  order  to  improve  their  financial  position. 

Lij e-insurance  companies. — Life-insurance  companies,  which  as  a 
group  are  the  largest  source  of  farm -mortgage  credit,  have  materially 
curtailed  the  volume  of  their  new  mortgage  loans  during  the  past 
year.  The  need  for  funds  in  meeting  the  requirements  of  policy- 
holders and  the  unfavorable  farm  situation,  which  has  resulted  in  a 
high  ratio  of  delinquencies  has  caused  a large  number  of  companies 
to  withdraw  from  the  lending  field.  The  volume  of  new  investments 
in  farm-mortgage  loans  reported  by  25  life-insurance  companies  which 
averaged  $3,130,000  per  week  the  last  half  of  1928,  dropped  to 
$2,827,000  in  1930,  and  to  $2,011,000  in  1931,  and  to  $904,000  in 
1932. 
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The  ratio  of  farm-mortgage  loans  to  total  assets  of  52  legal  reserve 
life-insurance  companies  has  decreased  from  13.3  percent  in  1928 
to  8.8  percent  in  1932.  The  relative  proportion  of  farm-mortgage 
loans  to  total  mortgage  loans  has  also  declined  in  the  same  period 
from  31.4  percent  to  24.2  percent.  The  decrease  in  the  relative 
proportion  of  farm-mortgage  loans  is  mainly  explained  by  three 
factors:  (1)  the  withdrawal  from  the  farm-mortgage  field  on  the 
part  of  some  companies,  (2)  the  reduction  in  the  volume  of  outstand- 
ing faitn-mortgage  loans,  resulting  from  foreclosure,  and  (3)  the  very 
rapid  growth  in  policy  loans  and  premium  notes.  The  requirements 
of  policyholders  may  be  indicated  by  the  growth  in  policy  loans  and 
premium  notes  which  increased  from  $2,140,000,000  at  the  end  of 
1929,  to  $3,500,000,000  at  the  end  of  1932.  During  the  same  period 
the  total  admitted  assets  of  this  group  of  insurance  companies  in- 
creased $2,939,000,000.  The  growth  in  policy  loans,  therefore, 
absorbed  46  percent  of  this  increase. 

The  Reconstruction  Finance  Corporation  has  authority  to  make 
loans  to  insurance  companies,  and  as  of  January  31,  1933,  there  were 
total  advances  outstanding  of  $62,940,927.  The  big  bulk  of  these 
advances,  however,  were  to  the  smaller  insurance  companies,  which 
do  not  hold  a very  large  proportion  of  the  total  farm-mortgage 
investments  of  insurance  companies. 

In  summarizing  the  relationship  of  the  life-insurance  companies  to 
the  farm  debt  problem,  it  can  be  said  that  the  supply  of  new  funds 
from  this  source  has  been  very  greatly  curtailed  as  the  result  of  recent 
difficulties.  Several  companies  have  withdrawn  entirely  from  the 
lending  field  while  others  have  vdthdrawn  temporarily  because  of  the 
need  for  utilizing  funds  for  other  purposes,  chiefly  the  demands  of 
policyholders.  The  high  ratio  of  delinquencies  has  also  been  a factor 
in  discouraging  additional  lending.  At  the  end  of  1932  it  is  reported 
that  of  the  total  investments  in  farm  mortgages  and  farm  real  estate 
held  by  14  large  life-insurance  companies,  83.3  percent  had  the 
status  of  current  loans,  9.9  percent  represented  assets  in  the  form  of 
farm  real  estate,  5.4  percent  in  pending  foreclosures,  and  1.4  percent 
in  real  estate  sold  on  contract.  The  total  investments  of  these 
companies  in  farm  mortgage  loans  and  acquired  real  estate  was 
$1,325,000,000. 

Mortgage  loan  companies  and  other  groups  of  mortgage  holders. — 
Mortgage  loan  companies  which  negotiate  loans  for  farmers  and  sell 
such  loans  to  private  investors,  institutions,  and  trusts,  have  been 
faced  by  practically  the  same  conditions  as  other  farm  mortgage 
lending  agencies.  A low  level  of  farm  income  has  resulted  in  a high 
ratio  of  delinquent  and  foreclosed  loans,  making  investors  unwilling 
to  place  additional  funds  on  farm  mortgage  security.  As  a result  of 
this  factor  and  the  unfavorable  investment  market  situation  it  has 
been  extremely  difficult  to  place  new  loans.  Consequently,  the 
volume  of  new  credit  from  this  source  has  been  greatly  curtailed. 

The  volume  of  new  loans  made  by  mortgage  loan  companies  report- 
ing to  the  Bureau  of  Agricultural  Economics  was  $13,678,000  in  1929. 
In  1930  it  had  declined  to  $7,634,000,  and  in  1931  to  $6,390,000. 
The  adverse  conditions  faced  by  these  companies  has  likewise  resulted 
in  the  failure  of  a number  of  these  organizations.  Other  sources  of 
farm  mortgage  credit,  such  as  savings  banks,  trust  funds,  and  private 
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investors  have  been  unwilling  to  invest  in  farm  mortgage  loans  except 
in  a very  limited  way. 

The  Federal  intermediate  credit  hanks. — Production  credit  from  the 
Federal  intermediate  credit  banks  is  made  available  through  local 
rediscounting  agencies,  chiefly  agricultural  credit  corporations,  live- 
stock loan  companies,  and  a few  commercial  banks.  Since  the  organ- 
ization of  the  system  in  1923,  about  800  agricultural  credit  corpora- 
tions and  livestock  loan  companies  have  obtained  credit  from  these 
banks,  but  on  November  30,  1932,  only  about  half  of  these  800,  in- 
cluding some  in  the  process  of  liquidation,  were  using  the  rediscount 
facilities. 

In  the  earlier  years,  the  rediscounting  agencies  were  permitted  to 
charge  borrowers  a rate  which  could  not  exceed  by  more  than  l)i 
percent  the  discount  rate  charged  by  the  Federal  intermediate  credit 
banks.  For  many  corporations  this  spread  was  inadequate  to  cover 
operating  costs  and  losses,  and  resulted  in  the  liquidation  of  many 
after  a short  period  of  operation.  The  difficulty  of  obtaining  a suffi- 
cient volume  of  business  and  of  obtaining  competent  management  has 
also  contributed  to  the  failure  of  a considerable  number  of  rediscount- 
ing agencies,  particularly  those  organized  with  a small  amount  of 
capital.  The  attempt  to  finance  certain  types  of  crop  production 
loans  where  the  risk  element  was  high  also  contributed  to  these 
difficulties.  In  1931,  the  Federal  Farm  Loan  Board  changed  its 
regulations  to  permit  a 3 percent  spread  to  the  discounting  agencies. 
Since  that  time,  however,  loss  ratios  have  been  high  and  the  increased 
income  resulting  from  the  3 percent  spread,  which  might  otherwise 
have  attracted  funds  to  the  capitalization  of  these  agencies,  has  been 
required  frequently,  to  absorb  losses. 

During  the  past  year  the  volume  of  outstanding  production  credit 
supplied  by  the  Federal  intermediate  credit  banks  has  averaged 
between  70  and  80  millions  of  dollars.  On  December  31,  1932,  loans 
and  discounts  for  financing  institutions,  chiefly  for  production  pur- 
poses, totaled  $82,517,754,  which  was  approximately  the  same  amount 
as  was  outstanding  a year  ago.  The  distribution  of  outstanding  loans 
and  discounts  to  financing  institutions  on  June  30,  1932,  was  as 
follows : 


Agricultural  credit  corporations $34,  968,  338.  36 

National  banks 15,  264.  97 

State  banks 517,075.93 

Livestock  loan  companies 44,  956,  686.  87 

Savings  banks  and  trust  companies 5,  000.  00 


Total 80,  462,  366.  13 


In  addition  to  providing  credit  for  farmers  through  financing 
agencies,  the  Federal  intermediate  credit  banks  make  direct  com- 
modity loans  to  farmers’  cooperative  associations.  The  amount  of 
such  loans  outstanding  on  December  31,  1932,  was  $9,865,615,  com- 
pared with  $43,321,984  a year  earlier.  The  sharp  decline  in  com- 
modity loans  is  explained  by  the  reduction  in  the  volume  of  loans  to 
the  Federal  Farm  Board  stabilization  corporations. 

Funds  for  making  loans  are  obtained  by  the  Federal  intermediate 
credit  banks  through  the  sale  of  their  debentures.  Their  loan  and 
discount  rate  to  borrowing  institutions  cannot  exceed  by  more  than  1 
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percent  the  rate  borne  by  the  last  issue  of  debentures.  Thus  changes 
in  the  rates  on  debentures  usually  cause  corresponding  changes  in  the 
rates  charged  borrowers.  Most  of  the  debentures  issued  during  1931 
bore  a rate  of  3 percent.  The  acute  financial  situation  which  devel- 
oped in  the  closing  months  of  that  year,  however,  made  it  difficult  to 
sell  debentures  to  banks  as  the  latter,  in  their  efforts  to  maintain  their 
assets  in  liquid  form,  discriminated  against  this  type  of  short-term 
investment.  By  the  early  part  of  1932  it  was  necessary  to  pay  a 5 
percent  rate  of  interest  in  marketing  these  debentures.  The  action  of 
the  Reconstruction  Finance  Corporation  in  underwriting  debentures 
issued  in  thfe  early  part  of  the  year  made  it  possible  to  obtain  the  re- 
quired amount  of  funds.  Due  partly  to  the  provisions  of  the  Norbeck- 
Steagall  Act,  and  partly  to  an  easing  of  central  money-market  rates, 
debentures  have  been  readily  marketable  at  the  lowest  rates  in  the 
history  of  the  system,  recent  issues  having  been  sold  with  a 2 percent 
rate. 

Recent  legislation  affecting  the  Federal  intermediate  credit  banks 
includes  the  amendments  adopted  in  June  1930  and  the  Norbeck- 
Steagall  Act.  The  former  struck  out  the  provision  prohibiting  loans 
of  less  than  6 months  duration  and  gave  authority  to  the  banks  to 
make  direct  secured  loans  to  financial  institutions  as  a substitute 
method  for  the  usual  rediscounting  of  paper.  The  Norbeck-Steagall 
Act  contains  a number  of  provisions  to  improve  the  market  for  deben- 
tures. Outstanding  among  these  is  the  grant  of  authority  to  the 
Federal  reserve  banks  to  make  15-day  loans  to  member  banks  on  the 
security  of  Federal  intermediate  credit  bank  debentures.  This  pro- 
vision enables  member  banks  to  realize  funds  immediately  upon  these 
debentures  by  using  them  as  collateral  for  their  borrowings  at  the 
Federal  reserve  banks.  Their  desirability  as  a liquid  short-term  in- 
vestment has  thereby  been  greatly  enhanced  and  has  been  reflected 
in  the  low  yields  now  borne  by  the  debentures.  Other  provisions  of 
this  act  give  the  Federal  Farm  Loan  Board  powers  to  protect  the 
credit  of  any  one  of  the  banks  by  assessments  on  the  others.  In 
addition,  more  liberal  provisions  are  made  regarding  the  retention  of 
net  earnings  in  the  surplus  accounts  rather  than  paying  them  to  the 
Government  as  franchise  taxes.  A further  provision  makes  it  possible 
for  the  banks  to  finance  commodity  paper  for  cooperatives  by  accept- 
ing drafts  or  bills  of  exchange. 

Aid  in  the  capitalization  of  credit  corporations  and  livestock  loan 
companies  has  been  extended  by  two  Federal  agencies,  the  Federal 
Farm  Board  and  the  Department  of  Agriculture.  The  former,  under 
authority  of  the  Agricultural  Marketing  Act  for  “the  effective  mer- 
chandizing of  agricultural  commodities  and  food  products  thereof', 
has  made  loans  of  a little  over  $4,000,000  through  its  affiliated  organ- 
izations for  the  purpose  of  capitalizing  discounting  agencies  affiliated 
with  cooperative  marketing  organizations.  Of  this  amount,  approxi- 
mately one  half  was  used  in  capitalizing  loan  agencies  functioning 
under  the  National  Livestock  Marketing  Association.  These  loan 
agencies  had  outstanding  livestock  loans  of  approximately  $10,000,000 
on  June  30,  1932. 

Under  authority  conferred  in  the  act  of  February  14,  1931,  the 
Secretary  of  Agriculture  made  loans  to  individuals  for  the  purpose 
of  assisting  in  the  purchase  of  stock  in  agricultural  credit  corporations 
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and  livestock  loan  companies.  The  total  of  these  loans  was  approxi- 
mately $1,457,000  and  represented  assistance  in  the  capitalization  of 
52  credit  corporations  and  livestock  loan  companies.  In  1932,  Con- 
gress made  available  to  the  Secretary  of  Agriculture  a $10,000,000 
revolving  fund  for  a similar  purpose.  The  provisions  for  the  estab- 
lishment of  regional  agricultural  credit  corporations  by  the  Recon- 
struction Finance  Corporation,  however,  practically  eliminated  the 
need  for  loans  from  the  revolving  fund.  So  far  loans  have  been 
made  by  the  Secretary  of  Agriculture  to  the  stockholders  of  only 
two  loan  agencies,  in  a total  amount  of  $60,000. 

The  effectiveness  of  the  Federal  intermediate  credit  banks  in 
meeting  the  production  credit  requirements  of  agriculture  has  been 
handicapped  by  the  lack  of  local  rediscounting  agencies.  Only  about 
400  credit  corporations  and  livestock  loan  companies  were  discounting 
on  November  30,  1932.  Many  of  these  corporations  have  their  capital 
impaired  by  ‘‘frozen’’  loans,  and  will  have  to  curtail  their  lending 
operations  until  they  can  work  out  of  their  present  difficulties,  or 
until  new  capital  can  be  obtained.  Some  of  them  are  liquidating 
their  holdings  and  probably  will  not  reenter  the  field.  At  the  same 
time,  however,  some  new  corporations  have  been  organized  to  provide 
additional  credit  facilities. 

Country  banks  have  been  relatively  unwilling  to  utilize  these 
rediscount  facilities  because  of  the  limited  margin  permitted,  and 
because  of  alternative  sources  of  rediscounting  with  their  correspond- 
ents in  the  larger  cities  and  with  the  Federal  reserve  banks. 

The  recent  legislation  aimed  at  improving  the  marketability  of 
Federal  intermediate  credit  bank  debentures  has  resulted  in  a rela- 
tively lower  rate  of  interest  to  farm  borrowers.  The  maximum  rate 
which  can  be  charged  a borrower  is  now  only  6 and  6)2  percent. 

Regional  credit  corporations. — Under  authority  conferred  by  the 
Emergency  Relief  and  Construction  Act  of  1932,  the  Reconstruction 
Finance  Corporation  has  set  up  and  is  operating  12  regional  agricul- 
tural credit  corporations  to  make  direct  loans  to  farmers.  One  cor- 
poration has  been  set  up  in  each  Federal  land  bank  district,  and  in 
addition  20  branches  have  been  established. 

Three  types  of  loans  are  available  through  these  institutions : Live- 
stock, crop  production,  and  advances  secured  by  stored  farm  com- 
modities. Under  the  terms  of  the  act,  loans  must  be  “fully  and 
adequately  secured.  ” At  present,  loans  are  not  being  made  with  a 
maturity  longer  than  1 year.  So  far,  the  chief  activity  has  been 
devoted  to  the  making  of  loans  on  livestock  security.  On  March  10, 
1933,  approximately  $67,000,000  had  been  advanced,  and  applica- 
tions approved  or  pending  totaled  about  $134,000,000  additional. 
These  corporations  have  not  been  in  operation  sufficiently  long  to 
make  it  possible  fully  to  appraise  their  effect  on  the  debt  situation. 

Federal  seed  loans. — Emergency  credit  for  financing  crop-production 
requirements  has  been  made  available  in  9 different  years.  Ex- 
cluding the  first  loan  fund  which  was  made  available  by  an  Executive 
Older  of  the  President,  the  record  of  the  emergency  loan,  or  “seed 
loan”  funds  to  June  30,  1932,  is  shown  in  table  21. 
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Table  21. — Record  of  emergency  loans(“  seed  loans”),  March  3, 1921,  to  J une  30,1932 


Appropriation  act 

Number 
of  loans 

Amount 

loaned 

Amount 

collected 

1921,  act  of  Mar.  3,  1921 

13, 935 
11, 968 
3, 152 
908 
46,  067 
45,311 
279,  297 
145, 055 
14, 375 
511, 037 

$1, 957,  407.  20 
1, 480, 106. 69 
413, 983.15 
244,  204.  68 
5, 758,  650.  34 
5,  340,  727.  38 
39, 633, 728.  77 
14,  264,  559.  31 
1, 872, 432.  77 
64,  874,  544.  21 

$1, 358,999. 86 
1, 138, 857. 01 
288, 467.  56 
108,  347.  50 
4,  679, 177. 72 
3,  376, 337. 33 

1 14, 188, 002. 02 
1 1,  275, 846.  94 

1 606,  226. 12 

2 16, 415, 968. 85 

1922,  act  of  Mar.  20,  1922 

1924,  act  of  Apr.  26,  1924  

1926,  act  of  Feb.  28,  1927 

1929,  act  of  Feb.  25,  1929  

1930,  act  of  Mar.  3,  1930 

1931,  act  of  Dec.  20,  1930 

1931,  act  of  Feb.  14,  1931  

1931,  act  of  Feb.  23,  1931 

1932,  act  of  Jan.  22,  1932 

1 On  June  30, 1932,  borrowers  had  deposited  collateral,  principally  cotton,  to  a value  of  more  than  $12,000,- 
000,  in  addition  to  their  principal  payments. 

2 As  of  Dec.  20,  1932. 


With  the  exception  of  the  last  appropriation,  these  emergency  loan 
funds  were  made  available  to  limited  areas  wfdch  had  suffered  from 
some  climatic  disturbance  such  as  drought,  storm,  hail,  or  flood.  In 
1932,  a departure  from  the  previous  policy  was  effected  by  giving  the 
Secretary  of  Agriculture  authority  to  make  loans  “where  he  finds 
that  an  emergency  exists  as  a result  of  which  farmers  are  unable  to 
obtain  loans  for  crop  production.”  As  a result  of  this  provision, 
loans  were  made  in  every  State  with  the  exception  of  Rhode  Island. 

The  States  including  the  various  areas  which  were  ruled  eligible  to 
receive  Federal  emergency  loans  under  these  various  appropriations 
are  shown  in  Figure  7.  Some  regions  have  received  this  type  of 
financial  aid  as  many  as  five  times  since  1921.  The  frequency  with 
which  various  areas  have  participated  in  these  loans  is  shown,  on  a 
county  basis,  in  Figure  8. 

In  general  the  purpose  for  which  these  loan  funds  could  be  used 
was  limited  to  specific  expenditures  such  as  the  purchase  of  seed,  feed 
for  work  stock,  fertilizer,  and  fuel  and  oil  for  tractors.  In  1931,  the 
act  of  February  14  included  expenditures  for  other  miscellaneous 
needs  under  the  classification  of  “general  rehabilitation.”  This  act 
also  made  provision  for  loans  to  individuals  to  purchase  stock  in 
agricultural  credit  corporations  and  livestock  loan  companies.  Under 
this  provision,  loans  were  made  to  the  stockholders  of  52  credit  cor- 
porations and  livestock  loan  companies  in  a total  amount  of  $1,457,- 
000.  In  the  last  half  of  1931  and  early  1932,  a considerable  volume 
of  loans  was  also  made  for  the  purchase  of  feed  for  livestock.  Such 
loans  in  an  amount  of  approximately  $8,125,000  were  made  in  11 
drought-affected  States.  In  table  21,  these  loans  are  included  in  the 
total  advances  made  under  the  act  of  February  14,  1931. 

readjusting  farm-mortgage  debts 

The  farm-debt  situation  has  reached  a condition  in  which  many 
loans  require  changes  in  their  terms  and  conditions,  and  others 
require  more  drastic  adjustments.  The  future  of  the  situation  must 
depend  to  a very  considerable  extent  upon  the  trend  of  agricultural 
income.  The  decline  in  farm  prices  has  been  so  drastic  that  many 
farmers  whose  land  was  only  moderately  encumbered  4 or  5 years 
ago  are  unable  to  realize  sufficient  income  to  pay  their  interest  and 
taxes.  Farms  carrying  heavy  indebtedness  in  many  cases  cannot  be 
sold  for  the  amount  of  the  debt. 
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Areas  of  various  seed  loans  by  years  and  states 

SEED-LOAN  ACTS  ADMINISTERED  BY  THE  U.S. DEPARTMENT  OF  AGRICULTURE 


Fiquee  8. 


FREQUENCY  OF  SEED-LOAN  APPROPRIATIONS,  1921-1932 
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Under  these  conditions  many  farm-mortgage  creditors  have  in 
effect  already  lost  a part  of  their  investment.  Unless  prices  advance 
materially,  it  is  no  longer  a question  whether  creditors  shall  shoulder 
a loss  on  many  of  their  farm  mortgages  that  have  become  dispro- 
portionate to  existing  incomes  and  values.  The  question  now  is 
how  to  meet  the  situation  with  a minimum  of  loss  to  creditors  and  a 
minimum  of  hardship  to  debtors.  The  accumulation  of  delinquent 
payments,  both  for  interest  and  taxes,  has  become  so  large  that  even 
though  prices  do  advance,  there  will  be  need  for  readjustment  of 
various  kinds  to  enable  the  farmer  to  meet  his  obligations. 

Out  of  the  total  of  ^‘distressed''  farm  mortgages  there  undoubtedly 
is  a large  portion  which  requires  relatively  slight  adjustment.  Leniency 
in  regard  to  the  time  of  interest  payments  and  a delay  in  the  pay- 
ment of  amortization  or  installments  of  principal  might  be  adequate  in 
a great  number  of  cases.  In  other  cases  it  might  suffice  to  reduce  the 
interest  rate  in  nrder  to  bring  the  debt  within  the  carrying  capacity 
of  the  debtor.  There  are  many  cases,  however,  which  will  require 
some  more  drastic  treatment.  In  these  cases  the  load  of  debt,  con- 
tracted at  much  higher  prices,  is  so  heavy  that  it  requires  some  reduc- 
tion of  the  principal.  Any  attempt  to  meet  the  problem  will  need  to 
recognize  these  variations  in  the  requirements. 

In  plans  for  ameliorating  the  farm-debt  situation  it  is  essential  that 
the  interests  of  both  the  creditor  and  the  debtor  be  given  fair  consider- 
ation. If  drastic  action  is  taken  to  coerce  the  creditor,  agricultural 
credit  facilities  in  the  future  will  suffer  from  a curtailed  supply  of 
loanable  funds  or  from  higher  interest  rates,  or  possibly  from  both. 
In  the  case  of  farm  debtors  who  are  hopelessly  involved  and  whose 
debt-paying  ability  and  record  have  been  poor,  even  in  more  nearly 
normal  years,  there  may  be  no  sound  alternative  to  foreclosure. 

With  respect  to  borrowers  whose  indebtedness  is  moderate  and  whose 
past  record  has  been  satisfactory,  temporary  leniency  in  postponing 
a portion  or  all  of  the  current  payments  may  permit  them  to  make 
such  readjustments,  assuming  a moderate  improvement  in  prices,  as 
will  enable  them  to  meet  their  obligations  in  full.  To  institute  fore- 
closure procedure  in  such  cases  is  to  encumber  the  land  with  unneces- 
sary costs  and  to  add  needlessly  to  the  volume  of  foreclosed  land 
seeking  a market. 

Where  the  land  is  encumbered  in  excess  of  the  amount  which  could 
be  realized  from  a forced  sale  of  the  property,  foreclosures  usually 
mean  added  expense  to  the  creditor.  If  the  present  owner  has 
operated  the  farm  with  reasonable  efficiency  and  has  evidenced 
honesty  and  fairness  toward  the  creditor,  a readjustment  in  the  debt 
burden  by  the  creditor  will  mean  less  loss  to  him  than  would  be 
involved  in  dispossessing  the  delinquent  borrower.  If  a loan  is  fore- 
closed and  the  farm  is  retained  for  a time  by  the  creditor,  the  latter 's 
annual  rent'al  income  therefrom  is  likely  to  be  smaller  than  the  annual 
payment  that  the  former  owner  would  have  been  willing  and  able  to 
make  toward  the  maintenance-  and  ultimate  extinction  of  a read- 
justed loan.  If  on  the  other  hand  the  creditor  promptly  throws  the 
foreclosed  farm  on  the  market,  he  thereby  helps  further  to  demoralize 
the  market  and  to  undermine  the  value  of  the  security  for  other  farm- 
mortgage  loans. 

An  attempt  under  existing  conditions  strictly  to  enforce  legal  rights 
in  many  oases  will  not  only  mean  needlessly  increased  losses  to 
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creditors  but  it  will  also  inflict  much  needless  hardship  upon  thou- 
sands of  farmers  who  are  willing  to  devote  every  effort  to  the  conser- 
vation of  their  homes,  which  in  many  cases  represent  the  only  tangible 
gains  of  a lifetime  of  work.  Such  attempts  already  have  been  the 
source  of  discontent  and  serious  resentment  not  only  against  the 
creditors  in  question  but  against  all  credit  institutions.  The  best 
interests  of  creditors  as  well  as  debtors  appear  to  demand  action  of  a 
remedial  character  that  will  avoid  as  far  as  possible  the  losses  and 
hardships  involved  in  foreclosures. 

The  standard  or  measure  for  readjustment  cannot  be  fixed  for  all 
cases.  It  is  apparent,  however,  that  charges  in  distressed  cases 
cannot  be  met  unless  they  bear  a reasonable  relationship  to  farm 
production  and  income.  This  raises  the  question  whether  maximum 
feasible  current  charges  can  well  be  set  in  rigid  money  terms.  Interest 
and  amortization  charges  representing  the  money  equivalent  of  a 
fixed  share  of  the  crops  might  produce  the  creditor  more  income,  and 
at  the  same  time  be  more  easily  borne  by  the  debtor.  Payments  to 
vary  with  an  acceptable  index  of  farm  commodity  prices  would 
accomplish  somewhat  the  same  result.  It  would  differ,  however,  in 
representing  a broad  average  rather  than  the  production  of  the 
farm  in  question.  Obviously  the  limit  of  payment  for  a distressed 
debtor  is  a reasonable  portion  of  his  production.  Any  adjustment 
with  the  present  creditor  calling  for  further  payments  than  this, 
must  rest  upon  an  advance  of  funds  for  current  charges  from  some 
other  credit  agency.  Otherwise  the  only  possibility  of  preventing 
foreclosure  is  a refinancing  by  a credit  agency  which  extends  the  pay- 
ments over  a longer  period,  lowers  the  interest  rate  or  reduces  the 
principal. 

SOME  METHODS  OF  ADJUSTING  FARM-MORTGAGE  DEBT  IN  THE  UNITED 
STATES  AND  OTHER  COUNTRIES 

There  have  been  three  general  types  of  approach  in  the  past  few 
3^ears  to  the  problem  of  farm  debt  adjustment: 

1.  Voluntary  agreements — 

a.  Between  ki dividual  debtor  and  creditor. 

b.  Between Toouera ting  groups  of  creditors  and  their  debtors. 

2.  Legislation  to  facilitate  debt  adjustments — 

a.  B>^  mediation. 

b.  By  extending  financial  assistance  through — ^ 

(1)  Subsidies  to  reduce  interest  rates. 

(2)  Loans  for  delinquent  current  charges. 

(3)  Kefinancing  of  distressed  mortgages. 

3.  Compulsory  legislation,  enacting  a moratorium,  a reduction  in 
interest  rates  or  in  principal,  or  other  readjustment.  The  action 
under  this  approach  usually  has  taken  the  general  forms: 

a.  A moratorium,  complete  or  partial. 

b.  A lowering  of  interest  rates. 

c.  A scaling  down  of  principal. 

d.  Assistance  to  debtors  in  carrying  current  charges. 

e.  Refinancing  of  distressed  debtors. 

f.  Loans  to  debtors  to  repurchase  foreclosed  farms. 

1.  Voluntary  agreements. — The  first  method  for  obtaining  adjust- 
ments, that  of  individual  voluntary  action,  has  been  utilized  in  scat- 
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tered  instances  over  the  country  to : (a)  Postpone  temporarily  current 
payments  in  whole  or  in  part;  or  (b)  in  the  case  of  heavily  indebted 
farms,  to  scale  the  debt  burden  down  to  the  debtor’s  capacity  to  pay, 
or  to  a level  which  represents  the  amount  which  the  creditor  could 
realize  otherwise.  In  many  cases,  the  procedure  has  been  to  cancel 
all  or  a part  of  the  accrued  interest  payments,  and  to  rewrite  the  mort- 
gage for  a reduced  amount  to  bring  it  within  the  current  income-pro- 
ducing capacity  of  the  farm.  The  debtor  is  thus  permitted  to  con- 
tinue in  possession  of  the  farm,  in  the  expectation  that  he  will  be  able 
carr}^^  the  mortgage. 

Another  plan  that  has  been  advocated  and  used  to  some  extent  by 
individual  agreement,  is  that  of  accepting  from  the  farmer  a volun- 
tarily given  deed  to  the  farm  in  satisfaction  of  the  excessive  mortgage, 
with  the  understanding  or  agreement  that  he  will  be  given  a term  lease 
together  with  a contract  to  repurchase  the  farm  mthin  a specified 
period  on  stipulated  terms  and  conditions.  This  plan  too  avoids  the 
expense  of  taking  over  the  property  and  leaves  the  former  owner  in 
practical  possession  of  the  farm.  It  also  gives  him  a chance  once 
more  to  obtain  legal  ownership  if  the  price  situation  improves  and  if 
he  utilizes  the  farm  to  best  advantage. 

Recently  individual  voluntary  agreements  have  attempted  some- 
what more  specific  adjustments  of  the  debt  burden  to  the  carrying 
capacity  of  the  debtor.  Under  one  plan  the  annual  interest  obligation 
is  adjusted  to  a stipulated  share  of  the  farm  production.  Under  this 
plan  the  debtor  pays  as  interest  on  his  loan  each  year  a sum  in  no 
case  exceeding  what  he  would,  as  a tenant  of  the  farm,  pay  his  landlord, 
and  not  exceeding  the  amount  due  as  interest  for  the  year  on  the 
outstanding  principal  at  a stipulated  rate. 

One  plan  developed  by  the  Iowa  State  College  provides  for  an 
adjustable  scale  of  interest  payments  based  on  a price  index  for 
agricultural  products.  The  following  is  quoted  from  an  agreement  in 
force  between  a creditor  and  a debtor: 

In  consideration  of  $1  and  other  valuable  consideration,  the  mortgagor  agrees 
to  pay  and  the  mortgagees  agree  to  accept,  during  the  year  commencing  March  1, 
1932,  interest  annually,  to  be  paid  at  the  rate  of  5^  percent  on  a principal  sum  pro- 
portional to  the  simple  average  of  the  monthly  index  numbers  of  the  prices  of  the 
10  Iowa  farm  products  as  computed  by  the  department  of  agricultural  economics 
of  Iowa  State  College  and  published  in  Agricultural  Economic  Facts,  the  payment 
of  interest  to  be  proportional  to  the  simple  average  of  the  monthly  index  numbers 
of  the  prices  of  farm  products  for  the  12  months  beginning  with  March  of  1932 
and  being  proportional  to  said  average  as  shown  in  the  following  table,  except 
that  in  no  case  is  interest  to  be  on  a principal  sum  in  excess  of  the  existing  in- 
debtedness. 

The  principal  sum  per  acre  on  which  interest  is  to  be  computed  when  the  index 
number  is  170  shall  be  $202.30;  160,  $190.40;  150,  $178.50;  140,  $166.60;  130, 
$154.70;  120,  $142.80;  110,  $130.90;  100,  $119;  90,  $107.10;  80,  $95.20;  70,  $83.30; 
60,  $71.40;  50,  $59.50. 

Interest  for  the  year  shall  be  due  and  payable  within  five  days  after  publication 
of  the  prices  of  farm  products  for  February,  1933,  “Agricultural  Economic  Facts.’’ 

As  the  price  index  numbers  and  the  computed  land  values  vary 
in  exact  proportion  to  each  other,  the  agreement  calls  for  a variation 
of  the  interest  rate  with  the  price  index.  It  amounts  to  paying  in 
interest  on  each  acre  mortgaged  a sum  equal  to  6.545  percent  of  the 
price  index.  The  insertion  of  a maximum  interest  charge  would 
seem  unnecessary,  and  possibly  unreasonable.  As  mentioned,  the 
interest  will  vary  with  an  average  Iowa  farm  price,  not  with  returns 
from  the  farm  in  question.  The  State  index  should  be  a reasonably 
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satisfactory  basis,  however,  except  in  case  of  local  crop  failure.  Such 
index  is  readily  ascertained  by  both  debtor  and  creditor. 

In  numerous  cases,  voluntary  action  for  debt  adjustment  has  been 
cooperative  or  collective,  instead  of  individual.  Groups  of  mortgage 
agencies  have  in  various  cases  collaborated  in  attempting  to  solve  the 
farm  debt  problem  confronting  them.  A group  of  15  or  more  promi- 
nent life  insurance  companies  is  represented  in  an  insurance  farm-mort- 
gage conference,  and  through  this  organization  these  companies  are 
giving  attention  to  the  problems  of  delinquent  mortgages  and  methods 
of  dealing  with  them.  Regional  land  owners’  associations  have  been 
established  in  many  areas  by  groups  representing  unwilling  owners 
of  farms,  including  life  insurance  companies,  mortgage  companies, 
and  banks.  Their  purpose  is  to  promote  sane  foreclosure  policies  and 
judicious  handling  of  foreclosed  lands. 

Recently  there  was  set  up  in  the  State  of  Iowa,  through  joint  action 
of  the  Iowa  Farm  Bureau  Federation  and  certain  farm  mortgage 
agencies  a State  agricultural  credit  council  under  which  it  is  planned 
to  organize  local  agricultural  credit  councils  in  each  county  in  the 
State.  The  purpose  of  these  councils  is  to  advise  with  distressed 
farm  mortgage  debtors  and  their  creditors  with  a view  to  bringing 
about  such  adjustments  as  will,  whenever  possible,  leave  the  owner 
in  possession  and  hold  the  creditor’s  prospective  loss  to  a minimum. 
A similar  movement  has  been  initiated  in  other  States. 

These  last  two  instances  introduce  a significant  element  into  the 
voluntary  agreement  between  debtor  and  creditor.  For  the  most 
part  cooperative  action  of  this  kind  has  been  instituted  by  creditor 
interests.  Without  conscious  guidance  the  debtor  interest  is  likely 
not  to  be  well  represented  under  these  conditions.  Furthermore, 
without  unified  organization  and  direction  on  sound  long-time 
principles,  there  often  is  an  economic  incentive,  almost  irresistible,  for 
creditors  to  liquidate  delinquent  mortgages  quickly.  For  instance, 
short-term  creditors  with  farm  chattels  as  security  may  force  fore- 
closures. The  State  bank  examiner  of  one  agricultural  State  is 
reported  to  have  notified  the  receivers  of  closed  banks  to  collect  on 
all  collateral  possible.  If  other  creditors  take  from  the  debtor  his 
income-producing  chattels,  the  mortgage  holder  may  have  no  course 
open  but  foreclosure.  With  the  assistance  of  an  agency  representing 
both  creditor  and  debtor  interests,  as  well  as  a representative  of  the 
State  college,  the  State  administration  or  the  Federal  Government 
as  impartial  associates,  direct  voluntar}^  agreements  should  be 
feasible  in  a great  number  of  cases. 

2.  Legislation  tojacilitate  adjustment  oj Jarm-mortgage  debts. — Under 
this  approach,  legislation  to  facilitate  the  adjustment  of  farm-mort- 
gage debts  has  been  utilized  in  foreign  countries.  In  the  Union  of 
South  Africa  such  a plan  sets  up  committees  whose  purpose  is  to 
induce  creditors  to  grant  extensions  of  time  of  payment  in  deserving 
cases.  Such  committees  have  been  appointed  in  nearly  all  of  the  200 
magisterial  districts  to  intervene  on  behalf  of  farm  debtors.  These 
groups,  which  are  called  vigilance  committees,  were  appointed  in 
November  1930,  when  the  agricultural  depression  became  acute. 
Each  committee  consists  of  10  to  20  members,  with  the  magistrate 
of  the  district  as  chairman. 

In  actual  practice,  however,  two  or  three  members  of  the  vigilance 
committee,  together  with  the  magistrate,  constitute  an  executive 


THE  FARM  DEBT  PROBLEM 


47 


committee  to  handle  the  negotiations.  Large  or  difficult  cases  are 
referred  to  a central  committee,  of  which  the  under  secretary  of  agri- 
culture is  chairman.  The  operation  of  these  committees  is  patterned 
after  experience  under  a similar  plan  during  a critical  period  in  1922, 

The  essential  difference  between  this  plan  of  encouraging  agree- 
ments between  debtor  and  creditor  and  the  methods  discussed  just 
preceding  appears  to  be  only  that  in  the  Union  of  South  Africa  the 
initiative  lay  with  the  Government,  and  an  official  mediator  was 
created  in  each  district.  The  spirit  of  the  legislation  appears  to 
have  been  to  protect  the  debtor. 

The  Italian  Government  has  .made  extensive  provision  for  the 
refinancing  of  excessively  indebted  farms  through  the  established 
financial  institutions.  A subsidy,  however,  is  contributed  by  the 
Government  which  reduces  the  annual  interest  rate  which  the  bor- 
rower must  pay.  Provision  has  also  been  made  in  Italy  for  the 
refinancing  of  delinquent  installments  of  loans.  Certain  types  of 
crop  production  advances  are  also  refinanced  and  payments  spread 
over  a considerable  period  of  years. 

Various  legislative  proposals  to  facilitate  farm-mortgage  adjust- 
ment in  the  United  States  involve  an  amendment  to  the  Federal 
Farm  Loan  Act  to  enable  the  Federal  land  banks,  with  assistance 
from  the  Reconstruction  Finance  Corporation  or  from  the  United 
States  Treasury  directly,  to  refinance  distressed  farm-mortgage  cred- 
itors. Plans  of  this  kind  usually  assume  that  existing  mortgage  holders 
whose  loans  equal  or  exceed  the  value  of  the  security  will  accept  an 
amount  in  payment  of  the  loan  within  the  income-producing  capacity 
of  the  farms  in  question. 

Obviously  such  a plan  would  require  an  extensive  modification  and 
reorganization  of  the  Federal  Farm  Loan  System.  Either  the  Federal 
Government  would  in  effect  have  to  buy  or  guarantee  all  Federal 
land  bank  bonds,  including,  of  course,  all  new  issues  required  for 
such  purposes  or  to  reiniburse  each  bank  for  losses  involved  in  han- 
dling the  refinancing  of  distressed  farm-mortgage  borrowers.  If  the 
purchase  of  stock  in  the  Federal  land  bank  were  required,  such  stock 
should  probably  be  differentiated  from  the  stock  representing  the 
existing  associations  or  direct  borrowers. 

3.  Legislation  for  compulsory  farm-mortgage  debt  adjustment. — In 
foreign  countries,  governmental  action  to  adjust  the  farm  debt  situa- 
tion has  been  principally  of  two  types.  First,  mediation  to  encourage 
voluntary  agreements  between  debtors  and  creditors  for  the  reduction 
of  principal  or  for  a moratorium,  already  discussed;  and,  second,  legis- 
lation giving  mediators  legal  authority  to  scale  down  principal  or 
interest  rates. 

In  Finland  the  governor  of  each  Province  is  authorized  to  postpone 
debt  payments.  This  law  is  applicable  only  to  farmers  who  are  con- 
sidered able  to  pay  their  debts  eventually  if  granted  a temporary 
moratorium.  The  individual  farmer  who  desires  to  avail  himself  of 
this  law  submits  an  application,  accompanied  by  a detailed  statement 
of  his  financial  condition,  to  the  appropriate  distraint  officer,  who  is 
required  to  call  a meeting  of  the  creditors  at  the  expense  of  the  debtor. 
The  governor  determines  whether  a postponement  of  payments  is  to 
be  granted.  A postponement  of  debt  payments  is  not  granted  if  it 
appears  that  the  applicant’s  assets  are  not  sufficient  to  cover  his  debts 
or  if  the  applicant  has  not  presented  evidence  to  the  effect  that  he  can 
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pay  his  debts  if  granted  postponement.  Neither  may  postponement 
be  granted  if  it  appears  that  the  applicant  has  acted  in  bad  faith, 
against  his  creditors.  Numerous  exceptions  are  made  as  to  the  type 
of  debts  covered  by  the  moratorium,  chief  exceptions  being  taxes, 
interest  and  amortization  on  long-term  loans,  and  specific  payments 
required  in  contracts  for  the  purchase  of  real  estate.  This  procedure 
was  authorized  May  10,  1932,  and  provides  that  postponement  of 
payments  cannot  be  granted  beyond  November  1,  1933. 

In  the  Province  of  Saskatchewan,  Canada,  special  facilities  have 
been  provided  for  the  appointment  of  a debt  adjustment  commissioner, 
who  is  given  complete  charge  throughout  the  Province  of  debt  adjust- 
ments between  farmers  and  their  creditors  whenever  application  is 
made  by  either  the  farmer  or  his  creditors.  The  power  conferred 
upon  the  commissioner  may  be  transferred  to  his  assistants.  All 
sheriffs,  land  clerks,  and  registration  officials  are  to  do  all  that  is 
required  of  them  without  fee.  The  commissioner  is  required  to 
investigate  the  validity  of  various  claims,  and  if  he  is  satisfied  that 
some  action  is  needed  he  will  issue  a certificate,  which  will  be  filed 
in  the  offices  of  the  registration  clerks,  land  title  offices,  and  offices 
of  the  sheriffs.  The  filing  of  this  certificate  prevents  all  proceedings 
in  the  nature  of  execution,  sale,  or  foreclosure  of  any  real  property 
or  any  other  measure  which  might  arise  out  of  a forced  attempt  to 
collect  debts. 

After  the  certificate  has  been  issued  the  commissioner  is  virtually 
trustee  of  the  property,  as  no  transfer  or  sale  of  any  kind  will  have 
any  validity  unless  the  commissioner  agrees.  In  regard  to  any  action 
of  the  commissioner,  the  creditor  has  the  right  to  apply  for  leave  to 
file  suit  with  a judge  of  the  district  court  in  that  district  wherein 
the  debtor  resides.  The  judge  has  absolute  discretion  to  grant  leave 
to  proceed  against  the  debtor  or  uphold  the  commissioner.  If  the 
application  of  the  creditor  is  refused,  the  judge  may  nevertheless 
impose  certain  terms  and  conditions  upon  the  debtor.  Thus,  if  the 
creditor  claims  that  the  farmer  is  dissipating  the  property,  the  judge 
may  state  what  the  farmer  may  and  may  not  do  with  respect  to  the 
property.  The  farmer  himself  cannot  appeal  from  the  decision  of 
the  commissioner.  The  office  of  the  latter  was  created  for  the  farmer 
and  the  appeal  right  is  intended  to  protect  the  creditor.  A somewhat 
similar  plan  is  in  operation  in  Alberta. 

In  Manitoba  also,  provision  is  made  for  debt  hearings  and  adjust- 
ments as  under  the  plans  in  Saskatchewan  and  Alberta.  In  Mani- 
toba, however,  no  creditor  may  proceed  against  the  property  of  a 
farmer  debtor  without  first  obtaining  permission  from  the  debt 
adjustment  commissioner.  This  serves  to  protect  the  farmer  who  is 
unacquainted  with  his  rights  under  the  law. 

In  Germany,  it  is  provided  that  if  a farmer  is  unable  financially  to 
carry  on  his  business  until  the  end  of  the  1933  harvest,  he  can  apply 
to  the  competent  district  court  for  the  opening  of  mediation  proceed- 
ings to  bring  about  an  adjustment  of  his  debts.  If  the  farmer’s 
application  is  acted  upon  favorably,  a mediator  under  the  supervision 
of  the  court  is  appointed.  This  official  endeavors  to  get  the  debtor 
and  his  creditors  to  agree  to  a debt-adjustment  plan.  If  such  an 
agreement  is  obtained  it  must  be  approved  by  all  the  secured  creditors 
and  a majority  of  the  unsecured  creditors,  provided  that  the  claims 
of  this  majority  represent  at  least  two  thirds  of  the  total  claims  of 
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the  unsecured  creditors.  The  final  plan  must  be  approved  by  the 
court.  After  mediation  proceedings  have  been  opened,  bankruptcy 
proceedings  cannot  be  instituted,  no  new  mortgage  or  other  indebted- 
ness may  be  incurred,  and  the  forced  sale  of  the  property  is  suspended 
if  it  is  expected  that  the  proceedings  will  be  successful.  During  the 
period  of  mediation,  movable  property  cannot  be  seized,  attachments 
cannot  be  executed,  and  temporary  injunctions  are  inoperative. 
The  decree  which  provided  for  this  debt  adjustment  plan  specified 
10  instances  where  such  proceedings  could  be  refused.  The  following 
are  the  most  important  of  the  exceptions : 

1.  When  the  orderly  conduct  of  the  business  is  not  in  danger. 

2.  When  the  farmer's  debts  have  not  been  caused  by  general 
economic  developments. 

3.  When  the  farmer's  means  are  insufficient  to  cover  the  cost  of 
the  proceedings. 

4.  When  bankruptcy  or  composition  proceedings  have  already 
been  instituted. 

The  German  Government  has  effected  a temporary  postponement 
and  in  some  cases  a reduction  in  interest  rates  of  2 percent  per  annum 
on  farm  mortgage  loans.  If  the  loan  is  repaid  before  a certain  date, 
payment  of  the  postponed  interest  will  not  be  required. 

The  plan  adopted  in  Poland  provides  for  the  designation  of  chambers 
of  agriculture  or  similar  agricultural  organizations  to  act  as  arbitra- 
tors in  the  adjustment  of  the  financial  affairs  of  farmers  who  are 
operating  farms  which*  do  not  exceed  in  size  a specified  maximum 
acreage.  These  organizations  are  given  power  to  determine  the 
ability  of  the  debtor  to  pay,  to  draw  up  a plan  for  meeting  his  obliga- 
tions over  a period  of  3 years  and  to  fix  his  interest  rate.  Unless  and 
until  a lower  rate  is  fixed  by  the  ministers  of  finance  and  justice,  all 
payments  may  be  reduced  to  9 percent  per  annum.  As  in  Germany, 
there  are  certain  exceptions  as  to  the  type  of  debts  that  can  be  included 
under  these  provisions. 

In  considering  the  possible  application  of  these  compulsory  debt 
adjustment  methods  in  the  United  States,  serious  legal  questions  arise. 

SUGGESTIONS  AS  TO  POSSIBLE  MEANS  OF  ADJUSTING  AND  REFINANCING 

FARM  MORTGAGES 

A plan  of  debt  adjustment  to  be  successful  must  be  based  on  a 
sj^mpathetic  consideration  of  both  debtor  and  creditor  interests.  If 
the  interests  of  lenders  are  interfered  with  unreasonably  through  com- 
pulsory regulations  they  will  tend  to  look  to  other  fields  of  invest- 
ment where  there  is  no  such  precedent  of  interference  with  their  con- 
tract rights.  As  a consequence  of  such  interference  the  future  supply 
of  funds  for  farm-mortgage  loans  would  be  curtailed,  and  interest 
rates  would  tend  to  be  relatively  higher.  Lending  agencies  have  obli- 
gations to  policyholders,  depositors,  and  investors  whose  interests  are 
a matter  of  public  concern  as  well  as  those  of  the  debtors. 

Many  debtors  and  creditors  without  assistance  will  be  unable  to 
reach  satisfactory  debt  agreements.  Giving  widespread  pubhcity  to 
sound  proposals  for  adjusting  current  payments  by  such  agreements 
would  be  helpful.  The  proposals  for  adjusting  current  payments  on 
the  basis  of  some  index  of  farm  prices  or  on  the  basis  of  a definite  pro- 
portion of  the  crop  are  examples  of  this  type  of  approach.  The  latter 
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proposal,  however,  is  best  suited  to  mortgage  holders  who,  through 
direct  relations  or  by  effective  representation,  are  in  close  contact 
with  the  borrower.  Such  a plan  involves  the  difficulties  of  definitely 
determining  what  each  mortgaged  farm  produced,  and  obtaining  a 
satisfactory  marketing  of  the  share  agreed  upon.  Where  livestock 
enterprises  are  important  factors  in  the  farm  program,  additional 
difficulties  are  encountered  in  allocating  the  share  due  to  the  mort- 
gagor. 

Local  voluntary  committees,  unless  made  a component  of  a unified 
system  of  debt  readjustment,  are  likely  to  have  limited  results.  A 
definite  system  or  plan  for  bringing  the  debtor  and  creditor  together, 
could  well  be  combined  with  legislation  to  facilitate  debt  adjustments. 
Such  an  approach  might  cover  all  of  the  various  kinds  of  adjustments 
outlined  above. 

The  plan  of  debt  adjustment,  outlined  below,  assumes  that  assist- 
ance would  be  needed  principally  in  cases  where  the  debt  on  a farm  is 
excessive,  or  delinquent,  or  both.  If  financial  assistance  were  limited 
to  delinquent  loans,  it  would  tend  to  give  preference  to  debtors  who 
in  general  have  been  less  prudent  in  their  financial  affairs.  Farmers 
who  are  excessively  indebted  but  who  by  undue  sacrifice  have  man- 
aged to  keep  their  loans  in  good  standing  should  not  actually  have  to 
become  delinquent  before  being  eligible  for  financial  assistance. 

PLAN  FOR  VOLUNTARY  READJUSTMENT  OF  FARM  MORTGAGE  DEBT 

A.  The  Secretary  of  Agriculture  would  be  directed  by  Congress  to 
appoint  not  less  than  6 nor  more  than  12  regional  debt  adjustment 
counselors  whose  duties  would  be : 

1.  To  appoint,  or  help  to  bring  about  in  each  agricultural  county, 
or  other  suitable  area,  the  appointment  of  a voluntary  debt  adjust- 
ment committee  of  from  3 to  7 members,  consisting  of  farmers,  busi- 
ness men,  and  bankers. 

2.  To  appoint,  or  recommend  for  appointment,  as  many  district 
debt  counselors  as  would  be  required  to  contact  the  county  com- 
mittees at  frequent  intervals. 

3.  To  act  as  liaison  officers  between  county  committees  and  the 
governmental  agency,  described  below,  for  the  financing  of  current 
charges  or  refinancing  of  debt. 

B.  The  regional  credit  corporations,  under  proper  limitations, 
would  be  authorized  to  make  loans  direct  to  farm  debtors  for  paying 
interest,  amortization  installments,  and  taxes  for  a period  of  not 
more  than  two  years. 

C.  The  Federal  land  banks  using  funds  obtained  from  the  Recon- 
struction Finance  Corporation  would  be  authorized  to  refinance, 
under  certain  conditions,  existing  indebtedness  of  farm  owners, 
including  interest  and  taxes.  The  land  banks  would  be  authorized 
to  purchase  existing  mortgages,  or  to  exchange  Reconstruction  Fi- 
nance Corporation  bonds  therefor.  If  the  Federal  land  banks ‘were 
to  be  authorized  to  issue  bonds,  guaranteed  in  whole  or  in  part  by  the 
Federal  Government,  it  would  be  possible,  when  the  bond  market 
improves,  to  refinance  outstanding  bonds  at  a lower  interest  rate. 
Such  reduction  would  be  passed  on  to  all  land-bank  borrowers. 

Under  this  plan  any  farmer  who  was  unable  to  meet  his  mortgage 
payments,  or  any  creditor  who  held  a delinquent  farm  mortgage,  or 
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held  a mortgage  on  a farm  on  which  taxes  had  become  delinquent, 
or  any  farm  mortgage  debtor  and  creditor  who  agreed  that  the  mort- 
gage in  question  must  otherwise  presently  become  delinquent,  would 
have  the  right  to  apply  to  the  county  committee  for  assistance  in 
negotiating  a voluntary  debt  adjustment  between  them.  The  com- 
mittee would  endeavor  to  reach  a feasible  and  fair  adjustment  of  the 
terms  of  the  debt,  or  if  it  seemed  imperative,  to  obtain  a reduction 
of  the  principal. 

The  district  debt  counselors  would  be  required  to  contact  the 
county  committees  at  frequent  intervals.  Conferring  with  the  com- 
mittees frequently,  being  acquainted  with  the  work  over  a wide  area, 
and  being  in  close  touch  with  the  regional  debt  counselor  and  the 
loaning  and  refinancing  agency  described  below,  the  counselors  would 
be  able  to  assist  the  committees  in  their  activities.  Cases  involving 
unusual  difficulties  would  be  referred  to  the  district  counselor.  For 
this  purpose  the  counselor  might  sit  with  the  committee  at  certain 
intervals. 

A sufficient  appropriation  would  be  made  to  employ  competent 
regional  and  district  counselors  and  to  provide  necessary  stenographic 
and  clerical  assistance. 

Briefly  summarized,  the  advantages  of  this  plan  is  that  it  provides 
for — 

1.  A method  for  covering  all  areas  where  need  for  debt  adjustment 
appears. 

2.  Effective  coordination  of  local  committee’s  activities  so  that 
each  county  or  other  suitable  area  would  receive  the  benefit  of  expe- 
rience elsewhere. 

3.  Frequent  direct  contact  by  Federal  officials  with  committee 
members  to  establish  a more  effective  working  organization. 

4.  Reference  of  difficult  cases  to  counselors. 

The  county  committees,  the  district  debt  counselors,  and  the 
regional  debt  counselors  should  be  made  the  necessary  approach 
through  which  to  reach  the  facilities  created  for  mortgage  refinancing. 

SUPPLEMENTARY  CREDIT  FACILITIES 

This  plan  of  coordinated  debt  adjustment  committees  should  be 
helpful  in  encouraging  and  assisting  voluntary  adjustments  between 
creditor  and  debtor.  Many  cases,  however,  require  either  loans  for 
current  charges  or  partial  or  total  refinancing  to  prevent  foreclosure 
and  yet  conserve  or  improve  the  creditor’s  interest.  For  this  purpose 
the  regional  agricultural  credit  corporations  would  provide  loans  for 
interest,  amortization  installments,  and  taxes;  and  the  Federal  land 
banks  would  be  authorized  to  refinance  distressed  farm  mortgages. 

Loans  for  interest,  amortization  installments,  and  taxes. — Direct 
loans  would  be  made  by  the  Regional  Agricultural  Credit  Corpora- 
tions to  farmers  for  paying  not  more  than  two  years’  taxes,  interest, 
and  amortization  installments,  such  loans  to  be  made  subject  to  the 
following  conditions: 

(a)  No  application  for  a loan  or  advance  to  any  person  whose 
farm-mortgage  loan  has  been  maintained  in  good  standing  would  be 
approved,  unless  in  the  judgment  of  a voluntary  debt-adjustment 
committee  or  a debt-adjustment  counselor,  the  applicant  is  unable 
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to  make  future  payments  for  interest,  or  amortization  installments 
or  taxes,  without  the  assistance  of  such  loan  or  advance. 

(b)  The  amount  of  such  interest,  amortization  installments,  and 
taxes  would  be  added  to  the  principal  of  the  mortgage  loan.  Par- 
ticipation certificates,  representing  a proportional  ownership  in  the 
loan,  would  be  issued  by  the  holder  of  the  first  mortgage  in  the 
amount  of  such  advances.  These  participation  certificates  would  be 
delivered  to  the  Regional  Credit  Corporations  as  collateral  for  their 
advances.  In  the  event  of  foreclosure  and  sale  of  the  acquired  prop- 
erty the  Regional  Agricultural  Credit  Corporations  would  share  any 
loss  on  a pro  rata  basis,  such  losses  to  be  repaid  from  the  central  loss 
adjustment  fund. 

(c)  I.oans  for  delinquent  taxes  would  not  cover  more  than  1 year 
of  such  taxes.  If  taxes  are  delinquent  for  more  than  1 year,  loans 
for  interest  and  taxes  should  be  conditioned  on  the  State  making  such 
adjustment  relative  to  delinquent  taxes  beyond  1 year  as  would 
avoid  sale  of  the  property,  during  the  life  of  such  loans.  The  States 
should  assume  at  least  this  degree  of  responsibility  in  a general 
program  to  give  farmers  a chance  to  save  their  farms. 

(d)  Loans  for  this  purpose  would  be  made  only  where  the  mortgagee 
agrees  to  extend  the  maturity  of  the  loan  for  a period  of  not  less  than 
10  years. 

(e)  Other  creditors  would  be  required,  subject  to  reasonable  excep- 
tions, to  agree  for  the  benefit  of  all  creditors  to  refrain  from  forced 
collection  for  some  reasonable  stipulated  period. 

(/)  The  mortgagee  would  be  required  to  allocate  out  of  the  annual 
interest  payments  made  by  the  borrower,  one  half  of  1 percent  of  the 
principal  amount  to  the  amortization  of  the  participating  certificates. 
A similar  amount  would  be  contributed  by  the  central  loss  adjustment 
fund,  as  later  explained. 

Expanding  the  lending  facilities  of  the  Federal  land  hanks. — Federal 
land  banks  would  be  authorized  to  refund  existing  indebtedness, 
including  taxes  and  interest,  of  distressed  farm-mortgage  debtors, 
into  long-term  amortized  loans.  Such  loans  would  not  be  eligible  as 
security  for  Federal  land-bank  bonds  but  would  be  used  as  security 
for  collateral  trust  certificates.  These  certificates  would  then  be 
purchased  by  the  Reconstruction  Finance  Corporation.  Maximum 
loans  would  be  made  in  an  amount  not  in  excess  of  75  percent  of  fair 
value.  In  determining  fair  value,  the  average  farm  income  in  the 
last  5-year  period,  trends  of  agricultural  prices  and  of  land  value, 
and  other  information  bearing  on  the  reasonable  valuation  of  the 
property  would  be  taken  into  account. 

Much  of  the  present  farm-mortgage  difficulty  is  represented  by 
loans  which,  prior  to  the  beginning  of  the  sharp  drop  in  commodity 
prices  in  1929,  were  considered  within  reasonable  limits  in  relation  to 
the  then  current  level  of  farm  income  and  property  values.  As  the 
result  of  the  drop  in  farm  income  and  the  abnormal  volume  of  farms 
thrown  on  the  market  through  forced  sales,  the  drop  in  land  values 
has  impaired  the  security  of  a considerable  portion  of  these  loans. 
Assuming  that  a material  improvement  in  farm  prices  and  income  will 
occur  eventually,  it  appears  sound  to  provide  facilities  for  refinancing 
these  loans  up  to  75  percent  of  the  fair  value  of  the  property.  This 
assumption — namely,  that  economic  conditions  will  improve — is 
fundamental  to  present  reconstruction  financing  in  general. 
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The  proposed  plan  of  refinancing  would  tend  to  halt  the  dumping 
of  farms  upon  the  market  by  foreclosure  and  would  help  to  strengthen 
land  values.  This  in  turn  should  reduce  the  number  of  prospective 
applications  for  refinancing  of  loans. 

In  the  present  depressed  land  market,  fair  values  cannot  be  ascer- 
tained on  the  basis  of  current  land  sales.  The  entire  debt  adjustment 
system  necessarily  would  depend  on  estimated  fair  sralue  based  on 
reasonable  debt-carrying  capacity  of  the  mortgaged  property  over  a 
period  of  years  more  nearly  normal  than  the  present.  Fair  value  of 
the  property  must  be  clearly  distinguished  from  forced  sale  or  fore- 
closure value. 

Funds  to  refinance  loans. — ^The  Reconstruction  Finance  Corporation 
would  be  authorized  to  purchase  from  the  Federal  land  banks  col- 
lateral-trust certificates  secured  by  an  equivalent  amount  of  refunded 
mortgages,  such  certificates  to  bear  an  interest  rate  of  not  more  than 
3)^  percent.  In  order  to  provide  a flexible  program  of  refinancing  to 
meet  the  requirements  of  mortgagees  who  are  unable  or  unwilling 
to  scale  down  the  principal  of  the  loan  but  who  would  be  willing  to 
exchange  such  obligation  for  a low-interest-bearing  bond,  provision 
would  be  made  for  making  payment  of  refunded  loans  in  Reconstruc- 
tion Finance  Corporation  bonds. 

Central  loss  adjustment  fund. — If  borrowers  were  charged  5 percent 
interest  on  their  loans  and  the  Federal  land  banks  3%  percent  on 
their  collateral  trust  certificates,  there  would  be  an  annual  margin 
of  about  1 % percent  which  would  be  distributed  somewhat  as  follows : 

To  the  Federal  land  banks  to  defray  costs  of  making  and  servicing 
loans,  one  half  of  1 percent. 

To  the  Reconstruction  Finance  Corporation  to  be  held  in  a central 
loss  adjustment  fund,  l)i  percent  to  be  utilized  for  (a)  offsetting 
possible  losses  incurred  on  sale  of  land  resulting  from  foreclosure  of 
loans  deposited  as  security  for  collateral  trust  certificates;  (b)  off- 
setting possible  losses  on  loans  made  for  paying  interest  and  taxes,  as 
outlined  above. 

This  plan  for  farm  debt  adjustment  would  coordinate  direct  adjust- 
ments between  debtor  and  creditor,  with  a method  of  refinancing 
mortgages  which  cannot  be  so  adjusted.  Loans  and  advances  for 
current  charges  or  for  refinancing  wmuld  not  be  so  attractive  as  to 
discourage  direct  adjustments. 

The  plan  provides  facilities  primarily  to  help  indebted  farmers  to 
retain  farm  ownership.  Such  loss  as  creditors  would  assume  in 
scaling  down  their  original  claims,  in  all  probability  wmuld  be  far 
less  than  the  losses  they  would  be  required  to  bear  if  no  opportunity 
were  afforded  for  systematic  adjustment  and  refinancing.  Extension 
of  financial  aid  is  predicated  upon  some  material  increase  in  farm 
income.  If  agricultural  prices  should  recover  substantially^,  agri- 
cultural credit  facilities  in  the  future  will  be  relatively  less  injured  if 
proposed  readjustments  in  mortgage  debt  do  not  attempt  to  coerce 
the  creditor.  On  the  other  hand,  if  prices  continue  low,  it  will  be 
necessary,  perhaps,  to  make  more  extensive  readjustments  than  the 
public  would  be  willing  to  accept  at  this  time. 

Specific  advantages  of  this  plan  of  refinancing  distressed  farm 
debtors  may  be  briefly  enumerated: 

(1)  It  should  involve  no  material  cost  to  taxpayers,  assuming 
reasonable  improvement  in  commodity  prices  wdthin  a few  years,  as 
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a margin  for  losses  involved  is  provided  by  the  lower  rate  at  which 
funds  can  be  obtained  through  Government  borrowing. 

(2)  It  should  encourage  debt  reduction  on  farms  excessively  mort- 
gaged. If  opportunity  were  offered  mortgage  holders  to  realize  on 
their  delinquent  loans,  an  amount  equal  to  the  face  value  of  the 
loan  or  75  percent  of  the  value  of  the  farms  valued  as  herein  sug- 
gested, whichever  were  lower,  there  would  be  considerable  inducement 
to  reduce  the  debt  so  that  the  mortgagor  could  refinance  under  the 
new  provisions. 

(3)  It  would  materially  increase  the  soundness  of  the  financial 
structure  of  agriculture  by  increasing  the  percentage  of  debt  based  on 
long-term  obligations  with  provision  for  amortization  of  principal. 

(4)  It  would  give  renewed  hope  to  borrowers  having  short-term 
mortgages  which  have  matured,  or  will  shortly  mature.  Even  if 
lending  agencies  holding  such  short-term  mortgage  loans  are  following 
a lenient  policy  in  carrying  the  borrower  for  delinquent  interest  and 
taxes,  the  borrower  has  no  assurance  that  his  loan  will  not  be  fore- 
closed if  conditions  improve  sufficiently  to  enable  the  lender  to  sell 
the  security  without  loss. 
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